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( President ): Before I ask Mr. Willis, on behalf of the 
Transport Commission, to make such observations as he 
thinks may assist us, it may be convenient if I say some- 
thing about the dates upon which we propose to sit, the 
times at which we propose to sit, and as to the order in 
which we shall hear the objectors. 

We shall sit this week, and probably next week, on 
Monday, Tuesday, Wednesday and Thursday. We shall 
not sit on Friday, because we have to hear an Appeal in 
the exercise of another part of our jurisdiction, and very 
probably, though not certainly, we shall not sit on 
Friday of next week. I will make that certain before the 
end of this week. We shall sit every day at 10.30. It 
has been represented to us that there may be difficulties 
at first in finding suitable places for lunch and therefore 
today and -tomorrow and Wednesday and Thursday we 
shall rise at a quarter to one and resume at two. Today, 
because the Royal Society must have the use of this 
hall for the evening, we shall rise a little earlier, that is 
to say a few minutes before four. On the other days, 
subject again to the needs of the proceedings, we shall 
sit a little after four, not very much after four. 

As to the order, we shall hear first such observations 
and such evidence as the Commission propose to put 
before us. We shall next hear the objectors who are 
represented by Counsel and after them the objectors who 
are represented by Solicitors, and after them the objectors 
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who are not represented legally, taking them, in the 
absence of any other arrangements they make among 
themselves, in the order of their objection. What I have 
just said about the objectors relates only to those objectors 
who have a proper locus standi under the Act. It is 
fairly obvious that some of the bodies who have lodged 
objections have not got a locus standi, and are not, 
therefore, entitled to cross-examine such witnesses as the 
Commission put forward. All such objectors, that is to 
say all the objectors who have not got a locus standi, 
we shall be prepared to hear after the proper objectors 
have been heard, that is to say we shall allow them to 
address us. That will be subject to two conditions : first, 
that that which they want to say has not been already 
said at least twice, and secondly, that they shall be 
reasonably short. 

It may be -that one or more of the objectors who have 
not got a locus standi may think they are entitled to 
cross-examine the Commission’s witnesses, and if so the 
question Whether they have a locus standi will be decided 
when they get to their feet and propose to exercise that 
right. 

The last two observations that it may be useful to make 
are these : the first is that any objector who desires to 
have his name recorded as an objector on the shorthand 
note must take steps to fill in the forms which, I gather, 
have been provided somewhere. The second is that the 
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tables and explanatory statements which have been lodged 
by the Commission and a number of objectors have been 
printed by the Stationery Office and either are now avail- 
able or will be on sale today or tomorrow. As I think 
everyone knows, the print of the shorthand note of each 
day’s proceedings is available on the following day. 

Perhaps anyone who has not been able to hear, that is 
to say, anyone who wants to hear and has not been able 
to hear, the remarks I have made, would let it be known, 
because it is a little difficult at first to be quite certain 
that these microphone arrangements are working properly. 
Mr. Willis. 

(Mr. Harold Willis ): May it please the Tribunal, in 
this case all the preliminary skirmishing being happily or 
unhappily disposed of, dependent on the point of view 
of the particular person, it now falls to me to present 
for the consideration of -the Tribunal -the 1953 draft British 
Transport Commission Passenger Charges Scheme, which 
I do with the assistance of my learned friends Mr. Fay 
and Mr. Kenneth Potter. The new Scheme which is sub- 
mitted -to the Tribunal is a scheme, as appears from a 
glance a-t it, to regulate the fares and charges payable in 
relation to all services and facilities for the carriage of pas- 
sengers and -their -baggage by rail, road and, in fact, 
waterway in Great Britain, and in connection with cloak- 
room and left-luggage facilities for the storage of passen- 
gers’ baggage, these services being such as are from time 
to time provided by the Railway Executive and the London 
Transport Executive as the agents for -the British Trans- 
port Commission. 

As w-ili be apparent, Sir, the 1953 draft Scheme is 
modelled on the 1952 Scheme, which was approved by 
this Tribunal on the 27-th February, 1952. The variations 
from the 1952 Scheme in the present draft Scheme are, 
with minor exceptions which — for the moment — I am not 
dealing with as they are for this purpose no-t relevant, con- 
fined to the schedules which are attached to the Scheme, 
the schedules being the place -in -the Scheme where are set 
out the charges to be made for -the services provided and, 
of course, as must be apparent to anyone considering a 
charges scheme, the schedules so designed are, of course, 
the very heart of the scheme. And if I might just at the 
outset intimate from the point of view of the charges 
the general effect of this application, if -it is approved 
by the Tribunal — if this application is approved it is 
estimated -that additional revenue will become available 
to the British Transport Commission to the following 
extent, and these figures are set out in the exhibits already 
submitted : From the London Transport Executive 

Service a figure of £4.98 million ; from the Railway Exe- 
cutive London Lines £1.11 million, making a total of 
just over £6 million in a full year. Outside the London 
area -the increases proposed -will bring -in half a million 
extra revenue. Thus, the combined effect of the proposals 
is to bring in additional revenue to the Transport Com- 
mission of just over £6^- million in a full year, £6.59 
million. That is the Scheme which I -submit to this 
Tribunal. 

Now, of course, Sir, the first matter to which I wish to 
direct a few remarks concerns the circumstances in being 
which have made the present Scheme necessary so soon 
af-ter the confirmation -and coming into force of the 1952 
Scheme. But before doing that, Sir, I think -it would be 
not inappropriate that I should say -a little about the 
position of the London Transport Commission in relation 
to fares -generally -and in particular in relation to proposals 
such as -this, because from what is found in a number of 
the objections, the position of the Transport Commission 
seems in many cases to be fundamentally misunderstood. 
The Transport Commission -is a -body which was set up 
under the Transport Act of 1947 as a -public Board whose 
members are to be appointed by the Minister, with cer- 
tain specified duties imposed on them in connection with 
transport services. They are quite different from a 
statutory company where there are shareholders whose 
interests have to be safeguarded. In the present case, in 
the case of the Transport Commission, there are, of course, 
no shareholders. The stockholders are, of course, not 
a -body in any way comparable with shareholders. There 
are no persons of that category who are interested in 
•the increased profitability of the undertakings of the 
Board. Really, Sir, if I may put it in this way, in the 
case of a Public Board providing transport, it is really 



[Continued 



the -travelling public who can surely be regarded as share- 
holders of the concern. Now the really significant point 
that arises from that true appreciation of the -nature of 
the Transport Commission -is -this. If in any year there 
is a surplus of revenue which is more than sufficient to -meet 
the expenses for the particular year that surplus has to be 
(and I emphasize that) carried forward to the next year. 
Similarly, if there is a deficit in any year, that deficit 
-has to be carried forward to the succeeding year. And 
dealing with the point of view of the deficit for the moment 
more particularly, it is -not really in the interests of the 
travelling -public that deficits should be created, because 
sooner or later it is the travelling public themselves who 
will have to make good those deficits. And in my sub- 
mission the -right view to take is this — that the generation 
of travellers -to-day should pay the appropriate amount 
required for the services they enjoy, and not that the 
travellers to-day -should be in effect subsidised by the 
travellers of to-morrow. And that fundamental proposi- 
tion does appear, if I may say so, not to be altogether 
well understood, because even in the Court of Appeal 
when the preliminary skirmishing was going on, when it 
was said that the Transport Commission were desirous of 
avoiding a loss which was estimated at £100,000 a week, 
Lord Justice Jenkins interposed, “ And -the public mean- 
while are gaining £100,000 a week ”, That, in my sub- 
mission, with great respect to the Learned Lord Justice, 
is just what is not true. It may be that temporarily the 
travelling public is not paying that sum, -but that sum 
is being debited against the travelling public hereafter, and 
to suggest -that it is in any way to the interest of the 
travelling public that deficits should be allowed to accumu- 
late is, in my submission, a wholly wrong view-point on 
this matter. 

Now may I also- emphasize this -point — and I think it 
is quite clear if one considers the role of the Transport 
Commission. We are not appearing before your Tribunal 
in the role of claimants or in the -role of plaintiffs. That 
is again a fundamental misconception of the position. We 
are appearing here because we have formed a certain view 
in jregard to What ought to be the appropriate charging 
powers in connection with various services, and we are 
laying before the Tribunal such material as we think will 
be of assistance to the Tribunal in deciding — in the light 
of their jurisdiction — what are the proper charges which 
ought to be made in regard to the matter. And to take 
any other view is, in my submission, quite wrong. 

Now having just dealt with the broad role of -the Trans- 
port Commission, may I now pass to the matter -which I 
have indicated -I desire to deal with — why is a further 
Scheme required so soon after the previous Scheme? 
Now it is clear that the Transport Commission, being 
the suppliers of transport, are desirous, so far as they 
possibly can, of having the goodwill of all the persons 
who use their -services, and they are fully conscious that 
to have to come so soon after that Scheme for another is 
something which may -tend to affect that goodwill, and 
it is, therefore, something which the Commission would 
not undertake lightly at all unless they were absolutely 
satisfied that the course of action was justified. It may 
also not be without importance to bear this in mind — 
that to prepare a Scheme and to carry the burden of an 
enquiry before this Tribunal is something which also the 
Commission do not regard as a particularly attractive 
undertaking. It absorbs a great deal of hours of work and 
is something which they would desire to avoid if it was 
possible. The Commission may well, in my submission^ 
cast envious glances at some of the other Nationalised 
Bodies — the National Coal Board -who can put up coal by 
five -shillings -a ton just as -a result of Executive action. 
They may well equally envy the Electricity Authority and 
the Gas Boards who equally have a very wide discretion. 
They -may even look with -a slightly quizzical glance at the 
London County Council who can propose an increase of 
rates of Is. 9d. without having to run through the procedure 
of a Public Enquiry ; significantly an increase of rate 
which produced £5 -million approximately, or just a little 
less than the amount which we are seeking from the 
London Transport. Significantly, -too, £5 million extra 
in -a -total budget of £30 million, which is a very large 
percentage increase. And the London County Council 
may at last -appreciate, when they have exhausted their 
accummulated balances, what is the real impact in connec- 
tion with the provision of public services of -the increased 
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costs which are now being realised. Middlesex are in 
even worse shape, because their proposed increase of rates 
is no less than 2s. 8d., and that is ito bring in £3 million. 
In the light of those considerations, don’t some of the 
objections of the London County Council and the Middle- 
sex County Council really ring a little false at an increase 
such as this? 

But leaving that on one side, in my submission the 
reasons which have made the presentation of the present 
scheme sufficient can be simply and clearly stated. During 
the year 1952 the Commission were afflicted adversely by 
a variety of increases in cost culminating in the Autumn 
of 1952 with a very large wage increase which came into 
force at that time. As a result of those very heavy 
increases and in particular as a result of that last wage 
increase, the Transport Commission -became faced imme- 
diately with the prospect in 1953 of a very serious deficit 
in their accounts. And with that deficit in view, the 
Transport Commission, immediately in the Autumn of 
1952 undertook a review of the budgets of their various 
activities. That review emphasised only too clearly that 
increases of revenue were urgently required if that posi- 
tion of deficiency in 1953 -was to be avoided. In con- 
nection with that review the budget for the London 
Transport Executive w-as in particular subjected to a 
scrutiny, and that revealed this very significant fact that 
on the level of current fares, on the assumption that the 
Minister’s view in regard to the increases remained applic- 
able, London Transport was faced, in the year 1953, with 
the position that their revenue would only just barely 
balance their working expenses. The consequence of that 
is, of course, perfectly plain, that there is then nothing at 
all available for the Central Charges or for anything else. 
Whatever argument there may be about the quantum of 
Central Charges, it is plain that if you have nothing left 
at tall for Central Charges, you will inevitably be running 
with a serious deficit. It was also clear, on consideration 
of the London Transport position, that there had taken 
place, owing to these increases in costs in 1952, a very 
serious deterioration in the financial position which was 
applicable following the Tribunal’s decision in 1952. 

I shall deal in a -little more detail with the effect on 
those matters of the Government direction, and I will not 
take up time at this juncture in dealing with -it, but that 
became quite clear from two viewpoints : (a) Looking 

at the budget by itself, and ( b ) looking at the matter in 
relation to the change since the last Application. Having 
that information before them, the British Transport Com- 
mission, in my submission, took the action which was 
quite inevitable in the circumstances, namely, they decided 
to seek to restore the position of the London Transport 
Executive in this matter and at the same time to propose 
corresponding increases -in the Railway Executive, London 
Lines, fares, -and to provide for certain increases in passen- 
ger fares outside London. 

It seems to be felt by some of the Objectors that London 
has been in some way singled out for adverse treatment 
in regard to these matters. That, in my submission, is a 
fundamental misconception. London has not been singled 
out because, as you will hear from the Comptroller, appro- 
priate action has been taken in connection with other 
activities of -the Commission. Most of those other activities 
are in a more fortunate position than passenger fares, in 
that increases can be introduced without the procedure of 
a Public Inquiry. Taking some of them, just to put the 
position before the Tribunal, in the case of freight, action 
was taken as a .matter of great urgency in the Autumn of 
last year under the procedure provided in .Section 82, and 
an Application was made to the Minister to permit a 5 per 
cent, increase in freight charges. That matter was referred 
to your Tribunal in their consultative capacity, and 
approval was given by the Minister to those increases to 
take effect from the 1st December, 1952. One can well 
see what advantages there are in a procedure of that kind, 
where quick action can be taken to restore a position which 
may have been overwhelmed by a sudden increase of costs. 
That freight increase is estimated to bring in no less than 
£12m. additional revenue in a full year. 

Similarly the Transport Commission took the course of 
increasing charges on their road haulage by 5 per cent., 
'which brings in a figure of some £2-j-m. Action was 
initiated for the purpose of increasing the revenue in con- 
nection with their controlled bus undertakings, and it is 
anticipated that approximately £lm. may be derived from 
that source. 
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Various other activities of the Commission were scrutin- 
ised, and increased charges introduced where it was thought 
that such increases would enhance the revenue to be de- 
rived from that activity. 

That, Sir, in my submission, is the background of the 
present Application. It is quite wrong to suggest that 
London has been picked out as the only class or the only 
part of the travelling .public to suffer these increases. 

Then, Sir, following that broad examination of the whole 
position, the Transport Commission decided to proceed 
with a new Passenger Scheme, which was lodged with the 
Tribunal on the 5th January, 1953. I am not going, of 
course, to argue at all on the legality of the procedure 
which was adopted, because that is a matter which has been 
already disposed of. However, I would just like to say a 
word or two about the merits underlying the choice of 
procedure in this case: As will be apparent when the 
figures are before the Tribunal, the obtaining of increased 
revenue from the various services in London in particular 
was a matter of great urgency. The position arising when 
receipts were barely paying working expenses has this 
result, that you are really in effect operating in the case of 
London at a loss of something of the order of £100,000 a 
week ; it is a little more than that, but that is the sort 
of order of loss which is going on. The Transport Com- 
mission took the view that to allow a loss of that amount 
to continue longer than was inevitable was quite wrong as 
a matter of policy. I have indicated already that that is 
not in the interests of the travelling public, and it was 
therefore felt, from .that point of view, that they would 
not be justified, apart from any other considerations, in 
deferring action until the 2nd March when the previous 
London Scheme had come into operation. Secondly — and 
this is -a matter of great importance — in view of .the quan- 
tum of the increases proposed, £5m. or £6m., it did appear 
to the Commission that they might well be faced with the 
view that the magnitude of the Application was such as 
was inappropriate to be dealt with under Section 79. 
Accordingly the Commission decided that the right course 
was to take the one that they had adopted, namely to 
proceed to prepare a new Scheme which would have the 
effect of revoking the existing Scheme, and bringing a new 
Scheme into operation incorporating the proposals for 
increases which they regarded as essential. 

I desire now to deal with the justification for the pro- 
posals in this Scheme in rather greater detail. First of 
all I desire to look at the matter of London Transport. 
Estimates have been prepared, and they are set out in the 
Exhibits, for a year which is known as “ Y ” year. Perhaps 
it would be convenient if I just read out from the Explana- 
tory Notes what is the meaning of the phrase “ Y ” year. 
It is paragraph 3 of the Explanatory Notes : “ ‘ Y ’ year is 
a period of 12 months beginning about mid-1953 ” — 
that is because that is the date when it is anticipated 
the new Scheme may come into force — “ and in the 
estimates for that period: — (a) .subject to ( b ) and (c) 
hereof, all probable effects of facts known up to the end 
of December, 1952, are taken into account ”. That is 
to say, any wage increases, for example, which have come 
into force before the end of 1952 are taken into account. 
Then : “ ( b ) there is no allowance for any changes which 
may be made after December, 1952, in wage rates or in 
the prices to be paid for fuel, maintenance, materials and 
other supplies and services ; (c) there is no allowance for 
any financial effect on -the Commission following the 
passing into law of the Transport Bill now before Parlia- 
ment ”. That last is, of course, a matter of some import- 
ance, but it is quite plain that in connection with a Scheme 
of this kind, it would be wrong to have regard to results 
Which may arise if particular legislation, then only in the 
Bill stage, is likely to happen. 

That being “ Y ” year, the Transport Commission have 
estimated — and it may be convenient if I ask you to be 
good enough to look at B.T.C. 401 here — that in connection 
with the London Transport services for “ Y ” year, their 
total gross receipts, passengers and miscellaneous, would 
come to the figure of £68. lm., and on the other side of the 
picture that -their working expenses, including deterioration 
or renewals, come to the figure of £68.2m. Of course, it is 
quite clear that if those figures are correct, there is no 
surplus available for Central Charges. When one is deal- 
ing with Central Charges, there is some credit to be given 
-before you apportion the Central Charges, namely, the 
interest on advertisements and so on, which is a figure 
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which we shall look at in a little more detail in a moment, 
which is shown on B.T.C. 403, a figure of £1.4 m. which 
is in effect regarded as a credit in aid of the Central 
Charges contribution. 

In the case of the receipts side, the basis on which the 
estimates for the receipts have been prepared is very 
fully explained indeed in the document B.T.C. 5, and it 
will be dealt with in such further detail as is necessary 
when Mr. Valentine gives his evidence. It would not be 
right at this stage of my opening that I should endeavour 
to anticipate that evidence, or take up time before the 
Tribunal in going through it. It is all set out very 
clearly, and in my submission the estimates are such as 
very properly anticipate the future level of receipts. 

On the expenses side, in the case of London Transport, 
one is in the fortunate position of knowing with quite 
accurate precision what is likely to be the basis of the 
cost in the hypothetical year on the basis of the price 
levels reigning at the end of 1952. The uncertainty of 
the matter arises only, of course, from future trends, and 
those are matters, of course, where regrettably there is 
still, in certain categories at any rate, a trend in an upward 
direction. 

That is the receipts on the one side and the expenses 
on the other which produce, on B.T.C. 401, a deficit of 
£0.1m. It is clear that London Transport must make an 
appropriate contribution towards Central Charges, and the 
Transport Commission put forward, for the purposes of 
this Inquiry, the same figure which was put forward at 
the last Inquiry, and I think at the last Inquiry but one, 
namely, £5.5m. I do not propose (I hope with your appro- 
val) to take up time, certainly in my opening, in seeking 
to justify the figure of £5. 5m. as London Transport’s 
appropriate contribution to Central Charges. If anything, 
what was justified last time can be justified even more to- 
day, because, as you will see, amongst other things the 
total burden of Central Charges is substantially greater ; 
but we are not seeking to suggest bigger appropriation 
from London towards Central Charges than the £5im. 
which was suggested on the previous occasion. 

If that is right, one then finds this position, that there 
is £0.1m. deficiency as between receipts and expenses, and 
out of that there has to be charged against that deficiency 
(if you can charge anything against a deficiency) the 
further sum of Central Charges, £5. 5m., from which there 
is to be deducted, as a credit, the net receipts from com- 
mercial advertising, etc., £1.4m., leaving a net figure of 
£4.1m. If one adds that to the deficiency of £0.1m., one 
finds in the case of London in “ Y ” year that there will 
be, after providing for Central Charges in that way, a 
deficiency of no less than £4.2m. If that is right, and in 
my submission the figures on that will be proved to you 
most completely, then the conclusion is irresistible, in 
my submission, that London Transport revenues have to 
be increased. 

B.T.C. 403 indicates the position which will arise on 
those figures if the Scheme is approved in the form in 
which it is put before the Tribunal. You will see, Sir, 
that it is set out quite clearly. We start off with £0.1m. 
deficiency in line (1) on traffic receipts in “Y” year at 
existing charges. Then we add .to that the estimated 
yield of the Passenger Charges Scheme, which is derived 
from B.T.C. 510, of £5m. That gives a total figure of 
£4. 9m. Then, adding in the net receipts from commercial 
advertising, letting of sites, etc., £1.4m., we get the total 
net receipts of £6. 3m. From that is deducted the contri- 
bution to the Commission’s Central Charges appropriate 
in present circumstances, £5. 5m., leaving the balance of 
net receipts available towards the 'liquidation of accumu- 
lated deficits or for replacement or general reserves, and 
there is a note : (“ a reasonable contribution for these 
purposes would be £3m. to £4m.”), of £0.8m. 

In connection with that figure of £0.8m., it is significant 
that the figure of accumulated deficiency for London 
Transport at the end of 1952 is a figure of approximately 
£9m. 

That is the position which is revealed from the budget 
prepared for “ Y ” year for the London Transport 
Executive. 

{President ) : Have you before you a figure for the total 
accumulated deficit of the Commission as a whole? You 
have just stated that London works out at £9m. 
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{Mr. Harold Willis) : The figure for the Transport Com- 
mission as a whole at the same date is a figure of 
£39.5m. 

{President) : £9m. out of £39m. then for London Trans- 
port services? 

(Mr. Harold Willis): Yes. 

( President ): Taking your figure of £0.8m., which is the 
balance after meeting expenses and a proper contribution 
to Central Charges, London is to provide £0.8m. out of 
an estimated surplus of the same sort for the Commission 
as a whole of £2m.? 

(Mr. Harold Willis ): Yes. Of course the surplus of 
£2m., you will have in mind, is this : That is 
a surplus on balance at .the end. Some of the activities, 
of course, are producing losses, and others are producing 
gains. The £2m. is the ultimate position setting the one 
against the other. 

( President ) : I appreciate that, and no doubt we shall 
learn in due course in this Inquiry which are the activities 
which are estimated in “ Y ” year to produce a loss and 
which 'are estimated, you say, to be about to produce a 
gain. 

(Mr. Harold Willis): Yes. Then, Sir, having looked at 
the matter from the point of view of the budget for 
London Transport, the Commission feel that it is appro- 
priate also to consider the matter in the light of the 
deterioration of the financial position of London Transport 
since the last Inquiry. The Transport Commission do not 
assume to know precisely what surplus of receipts over 
expenditure, in the case of London Trnasport, the Tribunal 
intended should follow from their last year’s decision, be- 
cause naturally, as you appreciate, there are a variety of 
factors ; the Tribunal may have accepted our estimate on 
the one hand in one case, and refused something else on 
the other, or made some different allocation of this, that 
or the other ; but that, in my submission, does not really 
matter, because I look at the matter from this point of 
view: We estimate that as a result of the Tribunal’s 

decision, our anticipation of the yield from the last Scheme 
was reduced by a figure of approximately £2.4m. The 
significant point, in my submission, is this : Whatever 
figure of net receipts which was desired by the Tribunal 
that we should have as a result of the last Inquiry has 
been reduced, as we endeavour to show on B.T.C. 402, 
in “ Y ” year by a figure of no less than £4.9m. 

Therefore it is not really necessary, when one is 
approaching the matter from this aspect, to be able to 
say that the Tribunal intended us to have so much. I do 
not need to say that, and in a way it would be presump- 
tuous that I should endeavour to do so. What I do say is 
that whatever the Tribunal intended London Transport 
to have, is now £4.9m. less. 

Document B.T.C. 402 sets .the matter out in some detail. 
A witness is going to be called who is going to speak on 
this, and therefore at this stage I am only going to deal 
with the matter in general. Item No. (1), which totals up 
to £3. 6m., contains major increases in wage rates and price 
levels since the conclusion of the hearing of the 1952 
scheme. As you will recall, certain revised estimates of 
expenses were put before the Tribunal on .the last occasion, 
and were finally incorporated in a table known as B.T.C. 
112 for “X-A” year. These items represent, in a full 
year, the increases over and above the increases then pro- 
vided for. 

Then in Item No. (2) we see the figure described as 
“ Other net increases in wage rates and price levels since 
1950 in excess of the provisions made in the ‘ X-A ’ 
estimates (B.T.C. 112) submitted to the Tribunal in 1951, 
£1.4m.” If I might just explain how that arises in 
connection with the “ X-A ” year estimates which were 
finally incorporated in B.T.C. 112, the figures of expenses 
were increased from the known expenditure of 1950 and 
certain adjustments were made in connection with that. 
Examination of the matter has shown — and, as I say, this 
will be dealt with in greater detail by the witnesses — 
that the provision made in those estimates has fallen 
short of the actual increases realised in various directions 
by the sum of £1.4m. That figure, added to the £3.6m. 
produces a total net increase in wages and prices of 
£5m. 

Then there is a figure allowing for other net increases 
in cost which will be dealt with also in such detail as 
is required, which makes up the total of £5.4m. Then, 
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set off against that, is an amount recovered by reduction 
in the proposed level of mileage to be operated, par- 
ticularly at off-peak periods, and by other economies. 
Sometimes it seems to be suggested by Objectors before 
this Tribunal that the Transport Commission take no 
action at all to effect economies. This indicates a very 
substantial level of economy which is anticipated for 
“ Y ” year, and again that will be dealt with by the wit- 
nesses. That produces a total net increase in cost of £4. 6m. 

Then that deterioration is further increased by (a) in 
Item No. (8) : “ Reduction in yield of 1952 Scheme fol- 
lowing Government intervention ”, It may be useful if 
I just say a word at this stage in regard to the Govern- 
ment intervention. I shall have to explain the position 
to the Tribunal, and it is desired, I think, that I should 
deal with it straight away. I have been dealing with 
London, and therefore I will deal with that as well as 
outside London, but I think probably it will be convenient 
to deal with both aspects of the matter simultaneously, 
although, as you appreciate, I am dealing at the moment 
with the London Transport aspect by itself. 

The position is this: On the 16th April, 1952, the 
Minister of Transport issued a Direction, the effect of 
which was to prevent any increases in rail travel outside 
London while the Direction was enforced. It did not, 
however, postpone any reductions which, in accordance 
with the provisions of the Scheme, had to come into force 
on the 1st May, 1952. 

For example, the Scheme as approved provided that 
the ordinary fare level was to be reduced from 2.44d. pet- 
mile to 1.65d. per mile, and that reduction had to be 
given effect to on the 1st May, 1952. 

Secondly, monthly returns which had been increased by 
10 per cent, over the 1.63d. on the 1st January, 1952 — 
namely, up to a figure of 1.79d. per mile — had to be with- 
drawn and the 1.75d. substituted. 

Early morning fares had to be given within the 60-mile 
radius, even in cases where workmen’s fares had not been 
in operation. Where existing workmen’s fares were lower 
than the early morning scale, then, of course, the lower 
fares had to be continued. 

The broad effect of that standstill arrangement has been 
estimated to have cost the Transport Commission dur- 
ing the period in which it was enforced no less than 
£0.7m. 

Then as a result of discussions between the Government 
and the Transport Commission, the direction given in 
April, 1952, was revoked on the 12th August, 1952 ; and 
I think it will be convenient if I indicate to the Tribunal 
the terms on which, in effect, the matter is now regulated. 
They are as follows : Sub-standard ordinaries are to be 
increased by not more than 20 per cent, instead of the 
42 per cent, which was provided in the Scheme ; sub- 
standard early morning and season ticket rates to take 
no greater increase than the corresponding standard 
fares ; and existing provisions as to the hours of avail- 
ability were to be continued. As you will recall, Sir, the 
1952 Scheme laid down the times, and in some cases more 
favourable times were available to workmen, and those 
are to be continued. 

In regard to reduced, or concession, fares, no reduced 
fares were to be increased by more than 10 per cent. The 
effect of that in practice is that those which were based 
on half the old ordinary of 2.44d. would be continued on 
the basis of three-quarters of the new ordinary fare of 
1.75d. Those which were on the basis of two-thirds of 
the old ordinary fares would be replaced by the new 
ordinary fares. 

I do not think I need deal with this in great detail, Sir, 
but you will recall the class of persons who were in the 
habit of enjoying those concessions — anglers, commercial 
travellers, shipwrecked mariners, walking and cycling 
tourists, Young Men’s Christian Association workers, and 
fish workers — those were the type of travellers for which 
these concessions were provided. 

I think perhaps I ought to have referred, as a matter of 
history, to the resolution of the House which was moved 
and accepted on the 28th April in the following terms: 
“ That this House approves the action taken by the Minis- 
ter of Transport to suspend the introduction outside the 
London area of new railway charges which would have 
increased disproportionately the cost of season tickets, 
workmen’s fares and concessionary rates for special classes 
18738 
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of passenger ; upholds the decision that these dispro- 
portionate increases should not be applied to railway 
charges outside the London area ; and agrees that means 
should be sought of applying the same principle, so far 
as practicable, to the rail and omnibus fares already intro- 
duced within the London area”. That resolution was 
debated and, as I say, was accepted by the House. 

That was what the Commission agreed, and following 
that agreement the direction was withdrawn. It is antici- 
pated that in a full year the cost of operating the last 
Scheme on that basis is rather less than 0.7m. Inside 
London — and this follows more logically on the trend of 
my presentation of the case — there was no direction given 
and the increases came into force on the 2nd March, 
1952. But representations were made — you will be 
familiar with them, Sir — and as a result of the Govern- 
ment’s intervention in. the matter the Transport Commis- 
sion agreed to operate the London part of the Scheme on 
a modified basis. The modifications accepted were that 
sub-standard ordinary early morning and season ticket 
rates were to have no greater increase than the standard ; 
that is the broad effect of what was agreed to. In the case 
of London, that has the effect of reducing the revenues 
of the London Transport Executive in a full year by the 
figure of £1.2m. 

While I am dealing with the history of the matter, it 
is significant to recall that the Central Transport Con- 
sultative Committee were asked about this just about the 
time, or just before, the London part of the Scheme was 
due to come into operation ; and that body reported to 
the Minister on the 5th April, 1952. This is the significant 
part of the matter: In effect he said that it was right 
and fair that these inequalities of fare levels ought to 
be got rid of, and they took the view that the 1952 
Scheme for London, looked at as a whole, was fair to the 
travelling public. 

That is the position in regard to the Government inter- 
vention, and on B.T.C. 402, so far as London is concerned, 
we set out the figure of £1.2 m., which is attributable to 
that action, and we also refer to the matter in our Appli- 
cation. It is, therefore, in my submission, right and 
proper that I should tell the Tribunal what policy the 
Transport Commission intends to follow in connection 
with those modifications, because it is quite clear that 
the case for the increases we are seeking in this Scheme 
is influenced by the loss of revenue which will follow 
from the Government intervention ; and the Commission 
has instructed me to say to the Tribunal that, provided 
the Scheme is approved, substantially in the form in 
which we seek it and to produce substantially the same 
revenue as we are asking for, they will not vary the sub- 
standard ordinary and early morning fares, and the 
sub-standard season ticket rates, by more than the same 
amount as the standard charges of the same value, for 
a period of at least a year from the coming into opera- 
tion of the new Scheme — subject only to this, that it is 
considered essential to include a reservation that this is 
assuming there are no abnormal increases in expenditure 
from any other source. Of course, we appreciate that 
in any event if we were to seek to do that, we would be 
at risk of the Government taking the same action that it 
took on the last occasion ; but this is an assurance which 
indicates that the Commission has no intention of seek- 
ing to be relieved during the period of that year, and 
subject to the conditions which I have indicated of the 
modifications to which I have referred. 

Whilst I say that, may I at the same time^ make this 
abundantly clear — for it remains the policy of the Com- 
mission as it has been stated at all previous Inquiries 
— that the existence of these sub-standard fares, whether 
on the ordinaries, the early mornings or the season ticket 
rates are an unfair burden on the ordinary traveller, and 
they ought, as soon as reasonably practicable, to be got 
rid of. The Commission does not desire it to be thought 
that because they have indicated the policy that I have 
just referred to, that they have in any way changed what 
they regard as being fundamentally the right approach 
to this matter — a view which was accepted by the Tri- 
bunal because, as you will recall, after a certain period 
these sub-standards disappeared under the Scheme as at 
present drawn, and the desirability of uniformity was 
something which the Commission also recognised as 
correct policy. 

(Mr. Poole): There is nothing in law to prevent their 
doing it now? 

A 4 
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(Mr. Harold Willis ) : No, Sir, subject, as I say, to the 
risk of Government intervention. I do not desire to argue 
any question as to the legality of the intervention ; if you 
have read the proceedings in the House, you will remem- 
ber that it has been suggested in some quarters at least 
that that might be a matter of argument, but assuming 
the intervention on the last occasion was valid, we should 
be entitled to do it, subject to being at risk of further 
intervention. 

( President ): It is not quite right, is it, to say that the 
existing Scheme as approved by us abolished sub-standard 
fares? It enabled you to do what you were already able 
to do before the Scheme — except in a few instances, 
remove the sub-standards yourself. 

{Mr. Harold Willis) : Yes, Sir ; I agree. 

( President ): It imposed certain limits during the first 
12 months? 

{Mr. Harold Willis ) : Yes, Sir, for a period. 

( President ) : It did not purport to give you any powers, 
except in the case of a few statutory sub-standards, that 
you did not already possess. 

{Mr. Harold Willis ) : No, Sir ; I am obliged. 

I was in process of looking at B.T.C. 402 ; I had inter- 
posed the observations on the Minister’s Direction, 
because I thought it was a convenient moment to do it 
when I was dealing with 8 (a) — that is, the £1.2m. Then 
there is set off against that : “ Higher level of passenger 
traffic assumed as compared with the 1 X — A ’ Year esti- 
mates submitted to the Tribunal in 1951, £0.8m.”, and (c) 
Increase in miscellaneous traffic receipts, £0.1m.”, making 
a total on the right-hand side of £0.9m. Those figures will 
be dealt with by Mr. Valentine, and I would not be 
justified in dealing with them at this stage. If we add that 
net figure of £0.3m. to the £4.6m. we get the total of 
£4.9m., which you will see at the bottom and which is 
the net worsening of the position following the various 
matters which have arisen since the decision of the last 
Tribunal. 

{President) : I am a bit puzzled by the figure under 
8 (c) in B.T.C. 402 — the hoped-for increases in miscel- 
laneous receipts, of £0. lm. — because the miscellaneous 
item in B.T.C. 401 shown as Item 9, is shown through- 
out as £0.4m., there being no variation between 1951 and 
“Y” Year. There is probably a very good explanation 
of that, Mr. Willis, but do not deal with it now ; leave 
it until later. 

{Mr. Harold Willis) : I am obliged, Sir. 

That deals with B.T.C. 402, and that table, in my sub- 
mission, does look at the position from that alternative 
viewpoint. 

Dealing with the matter from the budget point of view 
and looking at the matter from the point of view of the 
worsening of the financial position, we find an abundant 
further justification, in my submission, in our proposals 
from our consideration of the matter in that aspect. What 
we are seeking, so far as London Transport is concerned, 
is broadly this : To be put in no better position than if 
the worsening had not taken place — because the £4.9m. 
broadly can be compared with the £5m. extra which we 
are seeking. 

That stage having been reached, how do we seek to get 
the extra revenue which is required? That is fully 
explained in B.T.C. 5 and in the 501 series of tables ; but 
the matter can be really very simply and easily stated, 
and I think it is familiar to most people who have been 
using London Transport services over the last few weeks. 
In effect, it is that on the ordinary fare applicable both to 
rail and road, in the case of two fares there is no change 
at all ; in the case of two fares there is a change only of a 
halfpenny, and in the other cases there is a change of a 
penny. 

( President ) : I think, owing to a slip, you said that in 
the case of two fares there was not an increase. 

{Mr. Harold Willis)'. Yes, Sir — and in the case of two 
fares there is an increase of a halfpenny. 

C President ): Yes, but I am not certain whether you did 
not put it the other way round. What you mean is that 
in the case of two fares there is an increase of a half- 
penny? 

(Mr. Harold Willis): I think it will become quite clear 
when I refer to the particular fares. The 2d. fare takes 
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no increase and the 5d. fare takes no increase ; the 3d. 
and 8d. fares take an increase of only a halfpenny ; the 
remaining fares take an increase of Id. — that is all clearly 
set out on Exhibit 504, and it is also, of course, the basis 
which is proposed for the London Lines return. 

I think at this stage I ought to call your attention to 
the fact that the ordinary fare is, of course, the funda- 
mental basis to which all other fares are related and this 
Exhibit 504 is really the key to those increases which are 
suggested. The crucial figure in this table and the really 
vital figure is the figure of increase from 3d. to 3^d. 
Apart from the very large amount of money which is 
involved, it is absolutely vital that that increase should be 
provided, because all the subsequent increases depend upon 
it. When he gives his evidence, Mr. Valentine will be able 
to deal with this matter in more detail, but it is right that 
in my opening I should call attention to it, because it is 
of supreme importance in this fare structure. 

As you will see by looking down Exhibit 504, the Id. 
goes right through from the 6-mile figure onwards, and 
it is, of course, true that it is not absolutely logical to 
apply the same increase right through a fare range. One 
must, of course, accept that at the outset ; but if we had 
sought to provide proportionate increases right through 
the range, we should have obtained considerably more 
revenue than was required for the purposes of meeting 
the position in which we find ourselves. Accordingly, 
although not absolutely logical, this proposal does not 
offend the logic very much — in fact, only to a very small 
extent — and it provides the amount of revenue which we 
require. 

If you look at the last column on the right — the column 
which sets out the rate per mile of the proposed scale — 
you will see that there is a very considerable uniformity 
of the rate per mile consistent with the coinage system, 
throughout the range. In the early stages of the scale 
there must be certain disparities due to the coinage system 
which we have, but Exhibit B.T.C. 504 sets out proposals 
whioh, in my submission, are adequate and in all the 
circumstances reasonable. The corresponding increases 
are made in the early morning fares, the season ticket 
rates, the country buses and the Green Line coaches. 

Exhibit B.T.C. 510 

(President): Before you leave B.T.C. 504, Mr. W illis , 
of course, for any journey of more than 10 miles the 
increases are really of very little financial importance, are 
they not? I make it that they come to about £43,000. 

(Mr. Harold Willis) : They are not of great financial 
significance. Sir, but it is the view of the Commission 
and also the view of the London Transport Executive 
that the longer-distance passenger ought to pay something 
towards meeting those increases. 

Then if I ma.y turn to Exhibit B.T.C. 510— that is, to 
the main exhibit — that shows in column 13 the increase 
in the case of the London Transport Executive ; it is an 
increase of £4.988m. which represents in terms of per- 
centages, which are not set out there, a 7.37 per cent, 
increase. 

I think it would be convenient if I were to give you 
now the explanation of the £0.3m. and the £0.4m. which 
you mentioned just now. The £0.3m. was the figure for 
*' X-A ” year and it does not anpear on B.T.C. 401. With 
regard to the £0.4m., if you will turn back to B.T.C. 112, 
which is on page 369 of the Proceedings, you will see the 
figure there for “ Freight and Miscellaneous ” of £0.3m„ 
and this is seeking to reconcile the position today with 
the position as anticipated at that time. 

( President ): You mean that the £0.1m. miscellaneous 
rates shown in B.T.C. 402 is an addition to the £0.3m. 
shown in B.T.C. 112? 

(Mr. Harold Willis) : Yes, Sir it brings the £0.3m. in 
B.T.C. 112 to the £0.4m. 

( President ): To the £0.4m. realised in 1951? 

(Mr. Harold Willis): Yes, but not in fact incorporated 
in B.T.C. 112. 

( President ): In other words B.T.C. 112 anticipated a 
reduction of £0.1m. in the miscellaneous London Trans- 
port Executive receipts? 

(Mr. Harold Willis) : It did not anticipate ; this was put 
forward before the final results for 1951 were anticipated. 
If I may put it this way, in “ X-A ” year the same figure 
as there was in 1950, namely, £0.3m. in 1951 had, in fact, 
gone up to £0.4m., and this reconciles it. 
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Then so far as the London Transport Executive is 
concerned I have indicated the amount which we are 
seeking to get — -it is under £5-m. — and I have indicated 
the way in which we seek to get it. I submit there that 
the amount is fully justified and that the way of getting 
it is as fairly devised as is possible in all the circumstances. 

Now may I say a word about London Lines? Ever 
since the 1950 Scheme, the principle of assimilation of 
fares as between London Lines and London Transport 
has been accepted. -Perhaps I might refer you to the 
passage in Statement B.T.C. 5, paragraph 14, where this 
is stated ; I think it is convenient that I should just read 
it to you. It is on page 7, paragraph 14 : “ In particular 
the -Draft Scheme has been so framed as to preserve the 
principle of assimilation of -the standard scales of charges 
on all forms of transport in the London Area, whether 
operated by the London Transport Executive or by the 
Railway Executive. Common scales of charges applicable 
on all forms of transport were established, as far as prac- 
ticable, by the 1950 scheme. By this means (involving 
extensive reductions of charge as well as increases) much 
closer equality of charges for comparable journeys in all 
parts of the Area and on all forms of transport was 
obtained than had prevailed before October, 1950. Not 
only has this resulted in more equitable treatment as 
between different groups of passengers and removed a 
large number of inequalities which were previously the 
subject of widespread public criticism and complaint, but 
it has also secured closer equality of charges between 
common points by alternative routes and has thus enabled 
many passengers to travel by the services most convenient 
for their purpose which previously they had been deterred 
from doing by differences of charge. The progress thus 
made towards assimilation in 1950 was retained by the 
1952 Scheme, and in framing the present proposals the 
Commission have taken care to ensure that' the advantages 
of assimilation of London Area charges already secured 
shall be retained ”, It is the policy underlying this Scheme 
that the London Lines’ fares should remain on the same 
scale as London Transport. I do not think I need deal 
with the fares, which are on the same scale at present, 
except just to say that the single fares, for reasons which 
can be explained if necessary, on London Lines and the 
returns other than the day returns have to be on the 
same basis as those of the Railway Executive outside 
London ; but the day returns and the early mornings and 
season tickets are at the present time on the same level 
as those of London Transport, and it is the proposal 
in this Scheme that that should remain hereafter. The 
yield from the London Lines element in this matter is 
set out on Exhibit B.T.C. 510 in column 3 and it produces 
5 43^ Ure which is a percentage increase of 

I have indicated the broad underlying principle which 
in my submission must be followed in connection with 
London Lines to get them in step with London Transport 
and having regard to that factor which is really, in my 
submission, of major importance in this case you will 
observe that there are no separate financial tables relating 
to London Lines for the purpose of trying to see what 
amount of profit London Lines would be showing on the 
new proposals. The last Inquiry" showed only too clearly 
the difficulty of endeavouring for London Lines to pro- 
duce estimates of expense which were really reliable ; 
as was clear then, they are based on a variety of assump- 
tions, and very often an accumulation of assumptions, and 
the position is set out by the Transport Commission in 
B.T.C. 4 m regard to this matter. 

They say there in connection with London Lines at the 
bottom of page 3, paragraph 12 : “ As explained in para- 
graph 14 of Statement B.T.C. 5, there are strong reasons 
for keeping the fares on -the London Lines of -British Rail- 
ways on the same basis as those for corresponding journeys 
on London Transport services. Such -broad estimates as 
it is possible to make of the expenses specifically incurred 
in providing these London Line services show that the 
resulting receipts will meet these specific expenses and 
provide a not unreasonable contribution towards joint 
costs, central charges and reserves or liquidation of 
deficits”. 

The witnesses for the Commission will explain to the 
Tribunal how, looked at in the light of that approach, the 
proposals for London Lines are right and proper. 
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Outside London the proposals, as you will have 
observed, are . of a limited character only and exhibit 
B.T.C. 602 — I do not -think I need ask you to look at it 
at this stage — says that it is not anticipated that the 
Scheme will -produce more than £0.5m. extra revenue and 
the increases are confined to early morning returns and 
season tickets. It is the view of the Commission that it 
is proper, in the light of -present-day conditions of ex- 
penditure, that those fares should bear part, at least, of 
the additional costs which are falling on the services of 
the Railway Executive. 

( President ) : Of course, it is applying to ou-tside the 
London Area the same scales for early mornings and 
seasons as are sought to be applied within the London 
Area? 

{Mr. Harold Willis ): Yes, Sir. I was going to add 
this point : it is also with the very desirable object of 
maintaining the -uniformity between those fares. As you 
pointed out, that was provided for in the 1952 Scheme, 
and there do not appear to -the Commission to be any 
circumstances at the present time which make it any 
the less desirable now to maintain that uniformity that 
was the case -under -the 1952 Scheme. The early morn- 
ing returns and the season tickets certainly, except per- 
haps the long-distance seasons, have v-ery much the same 
characteristics as the comparable fares -inside London ; the 
early morning returns -are in the nature of the suburban 
fares applicable to the big centres, and traffic conditions 
appear to the Commission to be such in comparison with 
London as to justify still the continued uniformity as 
between outside and inside London. 

With regard to other fares, the Scheme seeks the 
Tribunal’s -authority to retain the maximum of 2d. a mile 
which was authorised by the 1952 Scheme with effect 
from 1st January, 1953. The present f-ares are 1.75d. 
per mile and the Commission has not, as you will be 
-told, any present intention of altering that fare ; but they 
do desire very strongly ito retain that headroom which was 
granted to them on the last -occasion. 

In this connection it -is significant to bear in mind that 
the level of fares outside London— .the 1.75d. — is higher 
than the London fares even after -the increases which are 
proposed in this Scheme. That is certainly so except in 
-the Very few categories of the very -short distance travel. 
Furthermore it is inaccurate, in the submission of the 
Transport Commission, to take the view that the 1.75d., 
certainly so far as long-distance traffic is concerned, is 
necessarily an unremunera-tiyg rate per mile for that class 
of traffic. Of course different considerations may apply 
to the cross-country traffic where the rate of 1.75d. may 
not -be remunerative ; but so far as British Railways as 
a whole are concerned, it is the view of the Commission 
tha-t the figure of £36.4m. which you will see on B.T.C. 
401 does provide, together -with the income from the 
rents and advertising which is specific to British Railways 
(that aggregate figure -being £37.9m.) a reasonable figure 
of net receipts from that aspect of the Transport Com- 
mission’s activity. In those circumstances and for those 
reasons, -the Transport Commission does not propose for 
outside London any modifications other -than the ones which 
I have -already indicated. You will -be told in evidence, 
Sir, -that from the commercial point of view, it is con- 
sidered -that what we are seeking by the Scheme is all 
that at the present juncture is commercially practicable. 

That is the broad picture ; I -have endeavoured to deal 
with the matter and -to open the matter on broad lines 
at -this s-tage. That is the -broad -picture of the justification 
for the Scheme which is now lodged with the Tribunal. 

1 do not propose at this stage to -say any more in justi- 
fication of the various -other provisions in the Scheme 
which reproduce precisely the provisions in the 1952 
Scheme. If any question arises on that no doubt they 
will be considered hereafter; but whilst I agree -that -the 
whole of the Scheme is in issue here having regard to 
the fact that this is -a proposal for a new Scheme and 
not an -alteration, nevertheless 1 do no-t at -this stage pro- 
pose to say any more about any of the other matters in 
the Scheme which are proposed. I do not think, so far 
as I know, that there is any objection -to what I might 
describe as -the “ miscellaneous provisions ” in the 
Scheme. 

So far as the Objections are concerned, originally I think 
some 95 Objections were lodged, I am not quite sure what 
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the present number is ; some have -been withdrawn, but 
that was the number originally lodged. It would obviously 
be quite inappropriate — and in fact it would be almost 
impossible at this stage — to deal with the variety of points 
which are included in those Objections. A very large num- 
ber of points are raised which have no relevance at all 
to this Inquiry. Many were unsuccessfully raised at the 
last Inquiry, but I concede that any point which was raised 
last time, as this is a new Scheme, is still open to an 
Objector, but I do not propose for my part to deal with 
any of those points at this stage. 

There are, however, certain Objections which can be 
dealt with compendiously, and I think briefly, in opening. 
The first point which I think was originally raised by a 
very large number of Objectors — 1 forget the precise num- 
ber, but it was a ■very large number — is the point of hard- 
ship. So far as hardship is concerned, may I just say 
this: You will recall that the Railway Rates Tribunal in 
1939 made some pronouncement on this matter. I agree 
at once that their pronouncement is, of course, not in any 
way binding upon this Tribunal ; but what they said in 
regard to the matter will be found on page 745 of the 
Minutes of Proceedings of that Inquiry: “ In our judgment 
hardship is not a matter to which we ought to have regard 
upon these applications unless we came to the conclusion 
that the hardship resulting from the making of an order 
would substantially nullify the objects which the making 
of the order is intended to secure. Indeed it seems to us 
that to take into account hardship to any other extent 
would not be practicable. The imposition of the increased 
fares which we are asked to authorise will no doubt inflict 
some hardship on a substantial number of individuals, but 
we are not of opinion that universal hardship will be 
inflicted or that hardship will be inflicted on the majority 
of persons using the services, in respect of which the appli- 
cations are made. To discriminate between persons able 
and those not able to bear an increase in passenger fares 
is not possible, and if, as we think is the case, material 
additional revenue can be secured by the increases which 
we are asked to authorise, we do not think we are entitled 
to refuse to give our authority because the increases pro- 
posed will bear hardly on many people.” 

( President ) : Which Inquiry is that Mr. Willis? You 
said, “ that Inquiry ”. 

{Mr. Harold Willis ): That was the Inquiry before the 
Railways Rates Tribunal in 1939 concerning London fares. 

So< far as hardship is concerned, in my submission, quite 
apart from that aspect one must preserve some sense of 
proportion. When one looks at the increases proposed 
here, can it really seriously be suggested that, except in the 
most exceptional circumstances, these increases will cause 
anything in the nature of real hardship? Of course, .there 
may be some people whose financial budget is such that 
no additional expenditure of any kind can be contemplated 
without producing hardship ; but that is not a case which 
can possibly concern the Tribunal. By and large, can 
it really be suggested that these increases will cause hard- 
ship? When one thinks of the amount of money which is 
spent year by year on cigarettes, beer, television and foot- 
ball pools, can it really be said that the impact of these 
fares increases is going to produce real hardship? 

Then it is said by a number of Objectors that no in- 
creases ought to be allowed unless the Tribunal is fully 
assured that every possible economy is being effected. The 
task of proving that the Transport Commission is efficient 
in all its branches is, of course, a task which is quite 
inappropriate to be carried out before this Inquiry. There- 
fore, at the very outset I disclaim any possible onus in 
connection with the matter. In so far ,as any specific charge 
of inefficiency is levelled against the Transport Commis- 
sion, or it may be against the London Transport Executive, 
ffhen the witness, if that is put to him, (will be able to 
deal with. it. However, it is desired here that the Tribunal 
should be given an idea in broad outline of the steps which 
certainly London Transport takes as a matter of daily 
policy to ensure that the proper standard of efficiency is 
maintained. I am not, through the witnesses, going to 
■take the matter in great detail, but I am, through the 
witnesses, going to seek to show what is the machinery avail- 
able in the Transport Commission to keep control over this 
question of efficiency, because sometimes it seems to be 
thought that no sort of action is taken at all. Of course, 
that is a complete misapprehension of the position. There 
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is a constant scrutiny of this matter, and you will hear, 
through the witnesses, how the thing is worked. I think 
that if the matter is dealt with in that way, it will enable 
some of the Objectors to see the matter in its true light. 

One of the more fundamental misapprehensions which 
people have in regard to economies relates to the off-peak 
services. Some economies have been, and can be, made in 
those services, bu.t the real misconception lies in this way : 
It is the peak services which really dictate the expenditure, 
because to provide the peak services which the public re- 
quires, you have got to have the proper amount of vehicles, 
equipment, staff and so on, and the provision of that for 
the peak periods account for a very substantial proportion 
of the actual costs of operation. When you have to incur 
that cost anyhow, it does not have very much effect on the 
overall position whether you provide ,a particular level of 
services in the off-peak periods or not, but, as I pointed 
out, some economies in connection with off-peak services 
can be provided because although you cannot save your 
broad expenditure, you can always save some operating 
expenditure. 

Just to take a simple example, if you are running a 
certain motor bus service, for that service you require for 
the peaks, shall we say, 100 vehicles. Those 100 vehicles 
have to be bought, they have to be garaged, they have to 
be staffed and looked after and so on, and if yo do not 
operate them in the off-peak periods, all you will save 
broadly in effect is the petrol and the tyres and a small 
amount of wear and tear, but you will not save very much. 
The general public, I venture to think from what one reads 
in the Objections, is under some considerable misappre- 
hension as to the scope .available for economies in connec- 
tion with off-peak services. However, Mr. Valentine will 
deal with the matter in more detail, but it is important for 
the public to realise that their demand for a peak service 
of a certain quantity is really the decisive factor in the 
question of costs. Attempts have been made to reduce the 
high cost of the peak by spreading the traffic through a 
longer period of the day. 

The policy of staggered hours is one which the London 
Transport Executive and the British Transport Commission 
have consistently urged on the public for a considerable 
time, but the public response to that has not been satis- 
factory. People do not like to have their hours staggered ; 
people all like to go to work and come from work at the 
same time. If they do that, it is inevitable that the pro- 
vision of the service will cost more, unless, of course, the 
public is content to accept less good services at the peak 
periods ; but one can well imagine the outcry which would 
arise if the peak position was continued permanently in the 
sort of way which applied just after the war, when owing 
to the shortage of vehicles and so on, people were sub- 
jected, at peak times, to a great deal of discomfort. The 
public are the first to become clamant on a matter of that 
kind, but so long as an adequate and proper service is pro- 
vided for the public at peak periods, the opportunities for 
economies are very much reduced. 

So much for the economies aspect. Then, so far as 
the broad financial considerations are concerned, from 
reading the Objections and the Exhibits, it is not clear 
to me what figures, if any, are seriously challenged. 
Therefore I do not think I should be justified, until that 
becomes more apparent, in taking up your time in antici- 
pating arguments which may or may not ultimately come 
to be put forward. 

That is all I propose to say at this stage in regard to 
the Objectors, but may I say this in general conclusion : 
I submit that the issues which should determine this 
Application are clear and reasonably simple. So far as 
the Commission’s case is concerned, I shall certainly 
endeavour to deal with those issues as concisely as pos- 
sible. May I only express the hope that the Objectors 
will be minded to try and follow the same course. Perhaps 
they may be fortified in doing that by the thought that it 
is really, as I said earlier on, the travelling public who 
ultimately will have to feel the impact of the cost of pro- 
ceedings of this kind, and who will be the main sufferers 
if there is any undue delay in bringing the Scheme into 
operation to produce the revenue which the Commission 
regard as essential. 

That is all I desire to put before the Tribunal — it is 
not an opening in the true sense of the word — by way of 
assistance in this matter, and I now propose to put before 
the Tribunal the evidence which the Commission desire 



MINUTES OF EVIDENCE 



29 



9 March, 1953] [Continued 



should be available to the Tribunal. I do not know 
whether you would like to start the evidence now, as it 
is half-past twelve? 

(. President ) : I think Mr. Poole wants to ask for some 
further information. 

{Mr. Harold Willis ): Yes, certainly Sir. 

{Mr. Poole) : Mr. Willis, if you turn to B.T.C. 503, 
passenger journeys, which is the lower table on that page, 
a similar table has been supplied to us in previous 
Inquiries ; there was B.T.C. 206 — you need not look at it 
for the moment — and also A.V. 8, which is on page 56 
of the transcript of the earlier Inquiry. I should like to 
get a comparison of those tables in terms of mileage run, 
in terms of fare values. If you look at B.T.C. 503, we 
all know very well that the 2d. fare is one mile, the 3d. 
fare is two miles and the 5d. fare three miles, and so on, 
but if you look at the table B.T.C. 206, there would be 
different fare values for those mileages. I want to see 
those recast so as to show the passenger fares at different 
mileages. 

{Mr. Harold Willis) : Mileages as distinct from fare 
values? 

{Mr. Poole): Yes. Of the others, outside what I call 
i the normal mileage, of the 1, 2, 3 and 4 mileages, the 

figures in those represent, as I make it, rather less than 
10 per cent, of the whole, so that they are not of great 
importance, but some of them will go into the mileages 
because they are children’s fares, workmen’s fares and 
so on. 

{Mr. Harold Willis): Yes. 

{Mr. Poole) : One does not want to be too precise over 
this, because the main bulk of them do come in under 
the other fares. 

{Mr. Harold Willis): Yes. 

{Mr. Poole) : Perhaps I could have that prepared in 
that way for those three tables, and then I should like 
one at least for an earlier date. There was an Inquiry 
in 1946 and the fares were put up in 1947. 

{Mr. Harold Willis): Yes. 

{Mr. Poole) : And there was one .in 1940 when the 
fares were put up. They started then from the basis 
when they were Id., 2d., 3d., 4d. and 5d. Perhaps we 
could have figures, which no doubt were prepared for 
those Inquiries, upon a similar basis, so that they are 
comparable in terms of milage for those two . Inquiries. 
That would give me something which I should like to 
have, just by way of comparison on a mileage basis, to 
see what the shift of travel is. 

{Mr. Harold Willis) : Yes, Sir. 

(Mr. Poole) : If it possible, if you have any estimates 
of the total population for those different periods, with 
an estimate of what is the total population which the 
London Transport Executive, or previously the London 
Passenger Transport Board, reckoned to serve, that of 
i course would be a useful comparison, but necessarily 

it would be an estimate. That is quite clear, is it? 

{Mr. Harold Willis): Yes. 

v (Mr. Poole) : I am sure Mr. MacKenna understands 

what I am after, and he can ask me afterwards if he is 
not quite clear. 

{Mr. Harold Willis) : Yes. 

{Mr. Poole) ) Another point about which I would like 
to ask is this: Perhaps Mr. Valentine in his evidence 
will be able to tell us more about the extensions of 
services which have been made, and are in existence, 
but which are not yet profitable. One recognises that 
any extension makes a loss for a time, and there is a 
certain period when it does become a profitable service^ 

{Mr. Harold Willis): Yes. 

(Mr. Poole) : Perhaps Mr. Valentine would give us 
some sort of estimate of what extensions there are which 
are unprofitable and when they expect them to come 
on to the profit-making side. Probably he will do that 
in his own way, but he knows what is in my mind, I 
am sure. 

(Mr. Harold Willis): Certainly he has the extensions in 
mind because that is one of the factors he has taken 
into account in assessing his level of future mileage. 



(Mr. Poole) : There is just one other thing which I 
should like. In the Press Conference which Lord Latham 
gave on the 5th January, he mentioned that transport 
fares were 71 per cent, above pre-war. That appears on 
page 5. As that has been re-stated in the House of 
Commons by the Minister, and the same figure has been 
used, I should like to know just how that is calculated. 

(Mr. Harold Willis) : If you please, Sir. 

(Mr. Poole) : That is all I wanted to ask, Mr. Willis. 

(President): That appears, of course, in every Under- 
ground carriage. 

(Mr. Harold Willis) : Yes. 

(President) : I have often wondered what it meant when 
I stood up and read it; now we are going to learn. 

(Adojurned for a short time) 

(President): I am told that Mr. Reynolds wanted to 
make an application. 

(Mr. Reynolds) : On behalf of the London Federation 
of Trade Councils who are objecting to the Scheme, I 
understand from your opening remarks this morning that 
you do not intend to decide on a locus standi until 
objectors are on their feet. I want to make objection but 
I understand I will not be able to do it until such time 
as Counsel presents the case or wants to cross-examine. 
I cannot remain all the time. I want to object to the 
application on behalf of the London Federation of Trade 
Councils. 

( President ) : When can you be here? 

(Mr. Reynolds): Any time the Tribunal would care to 
fix. 

( President ) : Mr. Turner Samuels, are you hoping to be 
in a position to insist on cross-examination? 

(Mr. Turner Samuels): Yes, I am. 

(. President ) : Then the point will arise — how long will 
Sir Reginald Wilson be? 

(Mr. Harold Willis) : I think all the afternoon, Sir. 

(President) : Would it be convenient for you to come 
on Wednesday morning? 

(Mr. Lawrence): Yes. 

(. President ) : Would that be convenient for you, Mr. 
Turner Samuels? 

(Mr. Turner Samuels): Yes that would be convenient. 
I might say that none of this has been mentioned to me, 
which is the usual courtesy. 

(Mr. Geoffrey Lawrence) : I don’t know, as you are 
indicating a sort of provisional time-table, perhaps I ought 
to mention to you my personal position with regard to this 
matter. I appear, with my learned friends Mr. Ramsay 
Willis and Mr. Hodson for a group of County Councils. 
My case will be the presentation of a financial case and 
it will involve a substantial cross examination of the finan- 
cial witness for the Commission. My personal position, if I 
may, with diffidence, tell you it, is this. On Friday last I 
was informed that I was concerned in an appeal for 
hearing before the House of Lords at 10.30 to-morrow 
morning. As you know, there is no means of dealing with 
a summons of that kind except by personal compliance. 
My learned junior, Mr. Ramsay Willis, is concerned 
with the same appeal on the other side. It will necessitate, 
I am sorry to say, my absence from this Tribunal cer- 
tainly to-morrow and, in all probability, Wednesday as 
well. In these circumstances, Sir, I was going to ask at the 
appropriate moment before you rose to-day, for indul- 
gence in the matter, that my cross-examination of the 
important financial witness of the Commission could be 
deferred until I am able to return to this Tribunal. 

'( President ) : Certainly. 

(Mr. Geoffrey Lawrence) : I thought I ought to mention 
it now. 

( President ): Yes, if you will come back to us as soon 
as the House of Lords will set you free. Then on Wednes- 
day morning at 10.30 we will hear this objection by the 
London Federation and I think, if we allow an hour for 
that it will be sufficient. Therefore anybody else can be 
free to come or not up until 11.30 on Wednesday. 
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1. Is your full name Reginald Holmes Wilson? — Yes. 

2. I think you have been Comptroller of the Commis- 
sion since just before the appointed day in 1947? — Yes, 
since 1st October, 1947. 

3. Are you responsible as Comptroller to the British 
Transport Commission for the general condition of the 
Commission’s financial affairs? — That is so. 

4. And if I might just ask you a few questions in regard 
to your previous experience, which was given on the last 
occasion but which I think it is right we should have on 
record at this enquiry: You are, are you not, a Chartered 
Accountant? — Yes. 

5. I think you joined the firm of Brown Fleming & 
Murray, Chartered Accountants of London and Glasgow? 
—Yes. 

6. You were in the service of Whinney, Murray & Co., 
which is an affiliated firm, before the war? — Yes. 

7. Did your firm carry on its professional activities 
both on the Continent and elsewhere? — Yes. 

8. 'Have you spent a considerable number of years 
abroad in various different countries? — That is so. 

9. Among the major tasks of those years did you play 
a considerable part in the investigations, negotiations and 
reconstructions which finally resulted in the rehabilitation 
of the Swedish Match Company? — Yes, I spent a con- 
siderable time on that. 

10. At the outbreak of war were you earmarked for 
special duties in Poland? — Yes. 

11. I think that did not take very long? — No. 

12. Having returned to England in 1939 did you join 
the Treasury? — Yes. 

13. While there were you engaged on work connected 
with the financial and accounting organisation of Govern- 
ment funds? — That is so. 

14. In 1941 were you transferred to the Ministry of 
Shipping as Director of Finance? — Yes. 

15. And was that for the purpose primarily of re- 
organising and then controlling the financial work of that 
Ministry? — Yes. 

16. When that Ministry was merged with the Ministry 
of Transport did you continue for a time in the same 
capacity? — Yes. 

17. And later, when the two Finance Departments were 
merged, did you become Chief of the combined admini- 
stration? — Yes. 

18. Was that administration directly responsible for the 
financial and accounting work involved in the operation 
of all British shipping, at home and abroad, and in the 
operation of the inland road haulage scheme and the 
peace-time responsibilities of the Mercantile Marine De- 
partment of the Board of Trade and the Ministry of 
Transport? — Yes, under the Director General of the 
Ministry. 

19. Were the financial arrangements for the control of 
railways and canals also a responsibility of that Depart- 
ment? — Yes. 

20. After the war you returned to private practice, did 
you not? — Yes. 

21. And jointly with Sir Alan Rae Smith did you 
become financial adviser to the Ministry of Transport? — 
Yes. 

22. In your private capacity? — Yes, in my private 
capacity as a professional man. 

23. Were you made adviser also on special matters to 
the Control Commission early in 1947? — Yes. 

24. And until you joined the British Transport Com- 
mission were you a member of the Royal Commission 
on the Press? — Yes. 

25. So much for your past experience. You heard, 
when I opened this matter this morning that I called 
attention to the position of the London Transport Com- 
mission under the Transport Act? — Yes. 



26. Is a full appreciation of the role of the Transport 
Commission in this matter essential to an adequate appre- 
ciation of the issues involved? — I would have thought so. 

27. And do you take the view, Sir Reginald, that in a 
matter of this kind it is essential to appreciate the position 
of surpluses and deficits which may be incurred from time 
to time and how they react on the position of the travel- 
ling public? — Yes. The position is, of course, that the 
surpluses are carried forward for the benefit of users in 
subsequent years and if there are deficits they are merely 
piled up — if I may use that phrase — to be financed in 
future out of changes in fares and changes which will 
have to be made to meet the deficits. 

28. Is one right in suggesting that this is a case which 
is put forward for the purpose of providing a satisfactory 
financial background for the users of your services? — 
Yes, that is true. 

29. Before I ask you to deal with the proposals which 
are involved in this scheme in any detail, I just want to 
ask you to deal a little bit with the general financial 
background which is applicable in this matter. Let me 
put it in this way, what has given rise fundamentally to 
the need for this application? — In the main, the applica- 
tion for increased fares is due to rising costs, which is 
something that we have experienced throughout every 
department of the Commission’s undertaking. But the 
application is due also in the particular case of the London 
Passenger fares and passengers for the area outside 
London to the fact that certain fares authorised by the 
Tribunal at the last hearing and supported by the Trans- 
port Users Consultative Committee after an inquiry held 
by them, were nevertheless reduced by the Commission 
in deference to a resolution carried in the House of 
Commons. In the main this application 'for increased 
fares was due to the first factor, increased costs which 
have fallen upon the Commission. 

30. Do I take it that the passengers inside the London 
area and outside are not the only users of the Trans- 
port Commission’s services who will be asked to con- 
tribute towards these increases? — No, certainly not ; they 
are the last customers who are being asked. After all, 
most of these increases to which I have referred — increases 
in costs — took effect six months ago or earlier, and the 
prices of the services rendered by the Commission to 
other parties than these passengers have in general been 
adjusted fairly promptly and that leaves us only with 
these passenger fares, which are being dealt with last. 

31. I think you deal a little later on with some of the 
other increases which have been introduced? — Yes. 

32. It will foe convenient, I think, at this stage, if you 
would give some general explanation to the Tribunal as 
to the course of events which have taken place since the 
last hearing before the Tribunal. — I think the last docu- 
ment we had at the last inquiry was called Exhibit 
B.T.C. 112, which is reproduced at page 369 of the Com- 
mission’s evidence. If you would like to look at that 
exhibit for a moment you will see that it was an estimate 
of the financial position of the Commission in the future 
year, which was called XA year, so far as we could 
estimate the future position at that time, which was, of 
course, in October, 1951. Now that exhibit shows an 
expected surplus of £l.lm., or rather it shows the figure 
of £Llm., if you will deduct the figure of £52m. for 
central charges from the figure of £53. lm. for the work- 
ing surplus. That £l.lm. was after taking account of 
the proposed increase in fares. It was also subject, of 
course, to further increases in wage rates and price limits. 
You will remember, before the Hearing was completed, 
I unfortunately had to tell the Tribunal that our costs 
had already increased by about £6m. a year, and that in 
my view, at any rate, they would probably increase further 
by perhaps another £ll-l-m. a year in the near future for 
British Railways and London Transport alone. In other 
words, I think we left off at the last increase, so far as 
I am concerned, with a document which shows a net 
surplus of £l.lm. on B.T.C. 112, which, however, was 
going to be converted, in my view, into an annual deficit 
of about £164m. That is to say, the cost increases of 
£174m., less the £lm. surplus shown on the document. 
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33. What steps were taken about this anticipated deficit? 
— As I said, the deficit already allowed for the increases 
which we were hoping to get in our passenger revenue 
from British Railways and London Transport, on the 
assumption that the other activities, such as Provincial 
’Buses, Road Haulage, Hotels, etc. would cover their own 
rising costs separately, and independently we were left 
only with the railway freight charges and the dock and 
canal charges to deal with. You will remember that there 
is no charges scheme yet in force in respect of these par- 
ticular items, and it was, therefore, necessary for us to 
make an emergency application to the Minister to exercise 
his powers under Section 82 of the Transport Act. This 
we did promptly and, if I may say so, prompt action 
followed all round, and after consulting the Tribunal again 
in the capacity of the Consultative Committee, the Minister 
authorised a 10 per cent, increase in freight, dock and 
canal charges with effect from 31st December, 1951. 

34. At the moment we are dealing with the increases in 
1951, are we not? — Yes, we are dealing with the deficit 

<, which was facing us at the time of the last Hearing. 

35. With that increase in freight charges, did you hope 
that the revenue would be sufficient to prevent the Com- 
mission from running into a deficit? — Yes, that is so, 

’I As I explained, it was not only the increases in the freight 

charges and the dock and canal charges. We had also 
increases from all the other activities and, as a result of 
all these parts of our total corrective action, we felt we 
were putting the Commission into a financial position that 
was reasonably sound. 

36. Were these hopes in fact realised, Sir Reginald? — 
No. We had hoped that there would then be a substantial 
surplus towards reducing the deficiency which you will 
remember had accumulated during the early years and 
which amounted to £39m. to £40m. In point of fact we 
did not realise that substantial surplus at all. Right from 
the beginning of 1952 we had an increase in coal prices 
which cost us about £5m. a year. This was followed by 
an increase in oil prices, costing about £2^m. a year. 
And then, in the Chancery Budget, we had a further blow, 
since it increased our fuel duty payments by about £5jrm. 
a year. At the same time it became known that our 
National Insurance contributions would be increased by 
£1.3m. a year. So if you will add those four items 
together you have an increase in our cost of £14. 3m. a 
year, which occurred at no very good time after the last 
enquiry. 

As though that were not sufficient, it was followed by 
Government intervention in the matter of sub-normal 
fares, and it became necessary later in the year to adjust 
the sub-normal fares in such a way that it cost us on the 
revenue side almost £2m. a year. Of course, we did not 
let the position rest. Some parts of the Undertaking, such 
as the Tilling and Scottish ’Bus Companies, set out at once 
to restore their own financial equilibrium, and the Com- 
mission, assisted by economies and reductions which had 
been effected in their expenditure elsewhere. In con- 

j sequence, and having regard to the expected margin at 

the opening of the year, we think that the Commission 
could still have hoped — provided traffics were good — to 
maintain a balance between their receipts and expenditure, 

v however slim and precarious this balance may have been. 

Whatever hopes there were of this, however, were 
destroyed by the round of wages increases which overtook 
us in the Autumn. These were estimated to cost at least 
£18m. a year, and they made drastic action inevitable. 

37. Perhaps you could indicate to the Tribunal what 
was the nature of the drastic action taken to meet these 
special circumstances? — When the fact or the probability 
of the wages increase of £18m. was realised, action 
followed almost at once, and in outline it took the follow- 
ing form. The results of each activity and the probable 
future results of such activity were subjected to a special 
review. This review was in addition to the normal 
running check which was kept, of course, on the results 
from month to month throughout the year. The desira- 
bility of still further economies where possible was pressed 
on all executives and managers. In a sense a new Revenue 
Budget was prepared, and statements were agreed on all 
levels to correct as far as possible and as quickly as pos- 
sible any gaps that were shown by the detailed budgets 
for each separate activity. Now in the result it may be 
said that all the services whose charges are not formally 
subject to the control of this Tribunal (I am making a 



distinction there between the role of the Tribunal on this 
occasion and the role of the Tribunal as a Consultative 
Committee) were dealt with so far as possible. And they 
were dealt with in such a way that the budgets of most 
of them were restored, if not to an even keel, at least 
to the position as it was before the increases in cost. 

You may remember the increases which were obtained 
in railway freights, dock and canal charges with effect 
from the 1st December. This was perhaps the most 
important part of the corrective action taken. 

38. What was the amount to be obtained from that 
increase? — We estimated it at about £12m. 

39. And did you also introduce increases on your road 
haulage business? — Yes, at the same time. 

40 What was the extent of that increase? — It was very 
difficult to estimate in the rather disturbed conditions at 
the moment, but we had hoped for an increase of 
about £2im. 

41. (Mr. J. C. Poole): Are those freight traffics esti- 
mated at £12m. being realised or not? — More or less, 
yes. Traffics are showing a certain disturbance, which 
may be due to factors . which will not continue. It is 
rather difficult to say. On the whole I would say that 
we can 'still hope that that £12m. will be realised more 
or less. 

42. (Mr. Harold Willis): Have you dealt with the 
various increases which could take place without any 
formal application and did that leave only the passenger 
charges to be dealt with under the Charges Scheme m 
operation?— That is so. That was the only major item 
of revenue to be dealt with and that is what we are 
dealing with in this Scheme. 

43. And that you will deal with in greater detail in 
a few minutes. But did your investigation into the budgets 
of the Transport activities, including the London Transport 
amenities in particular, indicate that further revenues were 
urgently required to make the budget satisfactory? You 
are referring to the budgets of the London Transport? 

44. Yes. — That is so. 

45. And having reviewed the matter in that way, do 
the Commission submit proposals by this Scheme that 
fares of London transport should be increased to cover 
an increased yield of £5m. and that increased fares on 
London lines of British Railways should be £l.lm., and 
increased fares of British Railways outside London, where 
the fares are already higher than inside, be £5m.? Yes. 

46. Will that complete the series of remedial action 
which circumstances have forced upon you? Yes. 

47 Do you consider that these increases are fully 
justified by the increases in cost which have occurred?— 
I do. 

48. And do you consider that the increases are, in the 
long run, increases which are really in the interests of 
the passengers? — Most certainly, if the services are 
starved of the proper finance the only long-term result is 
a deterioration of the services, and on that will follow 
increased costs in due course. 

49 Now you are proposing to turn your attention to 
London, to deal with that in greater detail, are you 
not? — Yes. 

50. One or two general questions first, Sir Reginald ; in 
your view should the Londoner pay for the full costs of 
his services? Secondly, is it possible to ascertain with 
reasonable accuracy the cost of the services, and if so 
what is the cost? — It certainly is my view that the 
Londoner should pay the cost of the services which are 
rendered to him, subject to one qualification which I will 
deal with later about efficiency and economy. 

51. I think you are going to deal with that first ques- 
tion as the second question a little later in your evidence. 
Taking the second question first, we reach this conclu- 
sion, do we not, that if you cannot answer that satis- 
factorily you cannot really discuss the first one at all? — 
That is true, but we are, T think, in the fortunate posi- 
tion of knowing, with a high degree of precision, what 
are the costs of the London Transport Services. I am 
making a distinction there between the London Transport 
services, that is to say, the seryices managed by the London 
Transport Executive, and the local passenger services of 
British Railways on what are often referred to as London 
Lines within the London area. 
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52. Do the London Transport services represent broadly 
four-fifths of the total London area traffic? — They are 
almost four-fifths in terms of revenue of the total London 
area traffic. 

53. Perhaps you will just indicate to the Tribunal why 
it is that London costs can be identified in a separate way? 
— The London Transport network is quite separate ; it is 
physically distinct, it has a separate management, it is not 
mixed up with all the other services of the Commission 
in any way. It follows that the accounts for this London 
Transport service represent an individual, separate and 
distinct set of figures which fortunately do not depend 
upon assumptions about allocations of costs which are 
joint with other services, or about the contributory value 
of feeder services, or about sub-divisions of fare revenues, 
or about other difficult matters which would face us in 
any attempt to account separately, for example, for 
different parts of the main line network of the United 
Kingdom. The London Transport organisation is a 
separate organisation, and the apparatus, as I have said, 
is distinct. The costs shown in the Accounts for these 
services are specific ; they are specific for these services, 
and if the services stopped entirely the costs would dis- 
appear entirely. The working expenses would not be there 
at all. Therefore the full total of the costs shown is 
caused by the London Transport services and by nothing 
else. We need not enter into controversies or arguments 
about allocating costs. As I said, this is at any rate 
completely true of what we call the working expenses, 
and they are over 90 per cent, of the total costs which 
we have ascribed to the London Transport services in 
Exhibit B.T.C. 403. 

54. Perhaps we might just call attention to that. I think 
we have to look at B.T.C. 403 in conjunction with B T C 
401, do we not?— That is so. 

55. Because what you are referring to is the amount 
represented by the working expenses in B.T.C. 401, namely 
the figure of £6S.2m. in “ Y” year and its relation to that 
figure added to the Central Charges? — That is so. B.T.C. 
401 shows a figure of £68. 2m. for working expenses, and 
that is the figure which is entirely specific, as I said a 
few moments ago. From this figure of £68.2m., which 
would disappear entirely if there were no London Trans- 
port services, we must deduct certain receipts which are 
also more or less specific to London Transport in the 
shape of commercial advertising and letting of sites. These 
amount to about £1.4m. and we therefore get a net figure 
of £66. 8m. The only allocated charge to be added to this 
figure is the apportionment of the Commission’s Central 
Charges, and we have taken that at £54m. as before. That 
makes a total bill of £72.3m. and out of this only £5^m. 
is a figure arrived at by an apportionment ; in other words 
only 7 to 8 per cent, of the total bill presented to the 
users of the London Transport services is in respect of 
items, the allocation of which could be open to some sort 
of question. 

56. What is your view, taking it broadly at this stage, 
as to the propriety of that particular allocation? — My own 
view and the view of the Commission, is that the addition 
of the £5jm. for a share of Central Charges is perfectly 
fair and certainly it should not be less. 

57. I was not proposing, as I indicated in my opening, 
that we should, at this Inquiry, take up a great deal of time 
dealing with the principles upon which the Commission 
think it right that Central Charges should be dealt with, 
but I think perhaps it would be convenient if you would 
just indicate in the broadest outline the reasons why you 
say £5^m., the same figure that was suggested last time, 
is a correct figure?— We said earlier that the figure used 
for Central Charges was one which should not be dis- 
turbed too frequently or too lightly. That is perhaps the 
first reason, but there is a second reason, and that is that 
we have applied much the same sort of tests as I have 
described in earlier Inquiries, and we find that it still 
brings out about the same figure. 

58. (Mr. Poole) : 7| per cent, was your figure in the first 
Inquiry we ever had, was it not?— That is so. 

59. And this is about 10 per cent.? — Yes. 

60. (Mr. Harold Willis ): And of course the quantum to 
be divided has been altered since the last Inquiry ; it has 
gone up, as we see? — .It has gone up, but there are rather 
more activities over which to divide it. 



61. Taking all those factors into account, do you adhere 
to the view you expressed last time that such changes as 
have occurred do not justify changing the allocation you 
previously supported? — That is so. 

62. ( President ) : That is the London Transport Execu- 
tive ; nothing to do with London Lines, and their share of 
Central Charges? 

63. (Mr. Harold Willis ) : Nothing at all. Sir. (To the 
Witness ): So far as the total cost of London Transport 
services is concerned, what, in your opinion, are the main 
factors which influence the totality of those costs? — I think 
there are general factors which have the greatest influence 
on costs. The first factor is wages and conditions of work, 
and .the second factor is the pattern of the passenger ser- 
vices. If wages rise significantly, then costs rise signifi- 
cantly. If the pattern of travel, which is demanded by the 
customer, is uneven, with great peaks and valleys, with 
heavy demands for unremunerative services, with frequen- 
cies of service which are greater than is wanted by the 
flow of traffic at any particular point or time, with operat- 
ing speeds reduced to a crawl by traffic congestion in the 
streets, then the costs per passenger mile are fundamentally 
increased. 

64. Which of these two factors would you say is the 
more important as affecting the increased costs of London 
travel? — They cannot be expressed in figures, but if a 
comparison is to be made between London and other 
centres, I would have thought that the passenger traffic 
is an exceedingly important cause of difference. 

65. Do you feel, from what you have heard and what 
you have read, that this is generally realised by the travel- 
ling public? — No. I think that this very important factor 
which I have called the pattern of transport, is often 
overlooked altogether. It seems to me that that is a pity, 
because this factor is an important cause of the relatively 
high cost of passenger travel in London, and of course 
the pattern itself is shaped by the way of life of the 
Londoner himself. 

66. A way of life which certainly seems to follow this 
pattern, does it not, that most people want to go to and 
from work at the same time each day? — That is so, and 
they also like to do the same things on the same day. 
If we group ourselves in enormous — that is not an exag- 
geration — and congested built-up areas, the like of which 
exists almost nowhere else in the world, we can easily 
double the cost per passenger mile compared with the cost 
per passenger mile which might be obtained in favourable 
circumstances of traffic and operation. 

67. Of course, these unfavourable circumstances which 
the Londoner faces in connection with his transport are 
not new factors? — No. They have existed, of course, for 
a very long time, and likewise for a very long time 
attempts have been made to bring about some adjustment 
in these unfavourable circumstances ; but these attempts 
have not been very successful. I am referring to the 
failure of campaigns, or at least the relative failure of 
campaigns, to induce people to stagger their hours of 
travel on a large scale. 

68. If we look at diagram No. 4 in the 1950 Report, 
page 46, I think we see the sort of thing to which you 
are referring? — Yes. This diagram refers only to London 
Transport railways ; it does not refer to the buses. So 
far as the London Transport railways are concerned, it 
does show the shape of demand, hour by hour, through- 
out the day, first for what is called the “ inflow ” and 
secondly for what is called .the “outflow”. You will 
observe the narrowness and sharpness of the peak just 
before 9 o’clock in the morning in the inflow, and in the 
outflow the still higher and still sharper peak just before 
6 o’clock in the evening. Those peaks are the measure 
of the apparatus which has to be at our command to 
meet these traffics. 

69. Would I be right in suggesting this, that the picture 
shown in the 1950 Report is substantially the same picture 
to-day? — Yes. 

70. I do not think you are able, are you, to put a precise 
figure on the additional costs resulting from the mal- 
distribution of the pattern of demand? — No, that would 
not be possible, but obviously if those peaks and valleys 
can be smoothed out, we should need a smaller apparatus, 
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and when I say a smaller apparatus I include for this 
purpose the number of persons as well as the number 
of vehicles required to operate the services. 

71. Now would you refer to the second factor you 
mentioned, wages. What effect has this on the total 
bill for London Transport? — We usually estimate that 
wages are about two-thirds of our total working expenses, 
and I would say that there are very few concerns up and 
down the country whose direct wages are such a high 
proportion of their total costs. However that may be, 
so long as our wages are almost two-thirds of our total 
working expenses, a substantial rise in wages inevitably 
means a substantial rise in the cost of the London Trans- 
port services. I think we have mentioned this on previous 
occasions, and no doubt the fact is fairly well known 
by this time, but it is interesting to note that whereas 
most Londoners strenuously resist and naturally resist, 
if I may say so, an increase in their fares, they do not 
appear to take the same course when increases in the wages 
of transport workers are being proposed, increases in 
wages which come about, I will not say without com- 

v ment, but certainly without much hostile comment ; but 

it is the subsequent and inevitable increases in fares which 
are objected to most bitterly. It does seem to me that that 
is perhaps not very logical, and I do not think that really 

i it is very reasonable. 

72. Are there other factors of importance which affect 
the total #osts? — There are, of course, the various sup- 
plies, the capital cost of new vehicles and the new rolling 
stock ; that is of considerable importance. Then there 
is the cost of fuel and power which is payable to Public 
Authorities ; that is even more important. I think I heard 
mention this morning of payments which have to be 
made for Local Rates ; they are, perhaps, not so im- 
portant, but like everything else they tend to rise. Most 
things — in fact I might say all things — were rising about 
a year ago and a great many of them are still rising 
to-day. One gets the increases in these costs, and the 
Transport Commission has very little defence ; there is 
no alternative supplier for a great many of these things, 
there is no Tribunal to which we can make representa- 
tions about the increases which are proposed ; it is almost 
a question for the Commission and its Executives of : 

“ Pay it or leave it ”, and it comes to this that the Com- 
mission is bound to pay, because the services have to 
continue. 

73. It comes to this that what you are saying to the 
Tribunal is that all these increases of costs are unavoid- 
able? — Yes. 

74. Do you also go so far as saying thait you can do 
nothing about it? — No. As I said before, there is a con- 
stant endeavour to economise where possible, and to in- 
crease efficiency where it is possible. That is the role of 
good management. When wages rise or the cost of fuel 
rises, or electricity becomes dearer, or the rates go up with- 
out warning, when supplies of all kinds rise in price or, 
for that matter, when the pattern of travel becomes still 
more difficult and costly to cater for, it is Ithe duty of the 

r Commission and their Executives, by dint of the art of 

good management, to procure the ameliorations which are 
possible by increasing the general efficiency of the under- 
taking and by making the best possible utilisation of the 

v resources available. In that way we attempt, so far as 

possible, to offset the increases of cost which have been 
inflicted upon the system. I ought to add, of course, at 
once, that this is the duty of good management, not only in 
times of difficulty and rising prices, but all the time. 

75. Although the Commission are, as we have pointed 
out, to some extent in an impartial position in this matter, 
they have, have they not, in regard to this question of 
management, a special and personal interest in the proceed- 
ings before the Tribunal? — Yes. 

76. The point Of want to ask you to deal with is this : It 
appears to be suggested by some Objectors that an increase 
of fares may be called for, for the purpose of disguising 
inefficiency or poverty of management? — Yes. Theoretic- 
ally that is quite possible. How much effect the alleged 
'inefficiency might have, I do not know, but given the pat- 
tern of wages and working conditions on the one hand, and 
the pattern of the services which have to be rendered on 
the other, the influence which management could exercise 
on the cost per unit of transport is not very large com- 
pared with the influence of the rising costs which we have 
experienced during the last few years. 



77. Is the position here that we find an Application for 
increased fares put forward by the British Transport Com- 
mission, whereas the responsibilities lie, in the case of 
London, with the London Transport Executive? — That is 
so. The Commission are not the managers of the various 
transport services or activities which are comprehended in 
the whole of the undertaking. The Managers are the 
Executives who are, after all, appointed by the Minister. 
The Commission are responsible, however, for controlling 
the efficiency of these managerial Executives. I think there 
is a differentiation between management on the one hand 
and control over management on the other, which has 
certain great advantages. It does mean that the Commis- 
sion would not allow a request for increases in fares to 
come forward like the present request, which, indeed, has 
to be put forward in the Commission’s name, unless they 
were reasonably satisfied that, taking all the circumstances 
of the time into account, a proper amount of progress was 
being made by the Executives concerned in the direction of 
efficiency and economy. 

78. One of the matters which perhaps in particular you 
might be referred to is the budgetary control which the 
Commission exercises over the Executives? — That is so. 
The budgetary control is exercised in a variety of ways. 
There is, in the first place, an annual budget which is 
discussed in considerable detail with the Executive con- 
cerned.. There is control over capital projects. There 
are periodical discussions of individual difficulties which 
become known to us, or are reported to us. When I say 
“ us ” in this connection, I mean the Commission. There 
are administrative controls of various kinds, and finally, 
of course, there is an administrative audit and a financial 
audit. The whole adds up to a running check, if I might 
call it that, on the efforts which the particular Executive 
is making in the direction of efficiency and economy. 

79. May we now return to the actual figures represent- 
ing the cost of the London Transport services? I think 
a little while ago you called attention to what is set out 
on B.T.C. 401, that these are expected to amount of 
£68. 2m. in “ Y ” year before any allocation of Central 
Charges? — That is so. 

80. Is it possible for you to give us any analysis of 
this figure? — The items covered by this figure can best 
be seen, I think, by referring to Schedules VI-5 and 
VI-6 of the Annual Accounts of the British Transport 
Commission for the year 1951. These Schedules, will be 
found on page 99 and the following ten pages. If you 
will look at these pages for a moment, you will see that 
they cover in the first place vehicle operating costs, main- 
tenance and depreciation of rolling stock, other traffic 
costs, maintenance and renewal of ways and structures, 
vehicle licence duties and general expenses. Thereafter, 
each of these main heads I have just mentioned will be 
found analysed further in considerable detail under a 
number of sub-heads. I will not go through all those. 
Then on statement VI- 18, you will find an analysis of the 
item which is labelled “ General Charges ”. In all, there 
are some 70 sub-heads shown in these various schedules, 
and I think that probably that ought to suffice. 

81. Is it the fact that the items making up your figure 
in B.T.C. 401 of £68. 2m. for working expenses in “ Y ” 
year are allocated as between the same heads as are set 
out in those accounts? — Yes, but they are not allocated ; 
they are the actual expenses under those heads, no alloca- 
tion is involved. I am much obliged. 

( President ) : Distributed. 

82. {Mr. Harold Willis): Distributed? — That is so. 

(Mr. Geoffrey Lawrence ) : Could he give us those 
details for “ Y ” year? 

(Mr. Harold Willis) : I think Mr. Lawrence was asking 
if you could give the details. 

(Mr. Geoffrey Lawrence) : For “ Y ” year. 

(Mr. Harold Willis) : They are, of course, distributed 
between a great mass of items in the Accounts. I 
suppose there is in fact no difficulty in doing that? 

(President) : I cannot help hearing Mr. Lawrence semi- 
officially asking you can he have figures for “ Y ” year 
corresponding to the details which are in the published 
Accounts for the year 1951. He wants VI-5. 

(Mr. Geoffrey Lawrence ): Yes, I am much obliged — 
just the main heads, that is what I should like, at some 
convenient moment. 



34 



BRITISH TRANSPORT COMMISSION (PASSENGER) CHARGES SCHEME 



9 March, 1953] Sir Reginald Holmes Wilson [ Continued 



(Mr. Harold Willis ): If the Tribunal thinks that that 
would be useful and of assistance, and if it was limited 
to certain main heads, we would, of course, comply with 
that. It covers a very vast number of other heads, and 
I would submit that to go through such detail is probably 
not justified. 

(The Witness ): May I perhaps say something? 

83. (Mr. Harold Willis ): Yes, please. — I think perhaps 
we could, if it would assist, provide the figure of the 
main headings which are shown on Schedule VI-5 on 
page 99 and on page 106 for Schedule VI-6 that is to 
say, covering the road and the rail. 

(Mr. Geoffrey Lawrence ) : I am much obliged ; that 
is exactly what we should like. At some convenient time 
perhaps we could have that. 

(President) : That is VI-5 and VI-6 for “ Y ” year. 

(Mr. Harold Willis) : Certainly. 

(Mr. MacLaren) : I assume that that will be available 
for the other Objectors? 

(President) : Yes. Mr. Lawrence, do you wish the 
figures — I am not saying that you will get your wish — 
split up between coaches, buses, trolleybuses and trams? 

(Mr. Geoffrey Lawrence): I would not ask for that if 
it is at all difficult to do it. 

(President) : I should think he had better start with the 
totals. 

(Mr. Harold Willis) : I think we will give them what 
Sir Reginald offered a few minutes ago, and we hope 
that that will be satisfactory. If there is anything further 
which is required and which we can reasonably easily 
give, we shall, of course, do so. 

(Mr. Geoffrey Lawrence) : I am much obliged. 

(President): See what you can do. I do not think we 
shall do anything to encourage the continuous agglomera- 
tion of further financial statistics, but I think those might 
reasonably be given. 

84. (Mr. Harold Willis) : The estimate of £68. 2m. has 
been arrived at, of course, Sir Reginald, being an estimate 
for a future year, by a particular process? — Yes, it has 
been arrived at by a process of detailed budgeting under 
the main heads which have just been the subject of dis- 
cussion. We have taken into account the charges which 
we already know of, which are already there, and we 
have to make an estimate of the level of traffics to be 
expected in “ Y ” year, and by going through this process 
we arrived at the figure of £68. 2m. 

85. A reconciliation of this sort is reproduced, is it not, 

on B.T.C. 402? — Yes, B.T.C. 402 shows the differences 
between the £68.2m. and the figure previously given to 
the Tribunal when last we appeared before them, that is 
to say the figure that was called 

86. (President): 112. — Yes, 112. 

87. This is a reconciliation of the figures in B.T.C. 401 

with B.T.C. 112 at the last Inquiry? — Yes. If you look 
at B.T.C. 402, you will find that the items of increased 
cost as compared with “ X-A ” year are clearly set out. 
I think they were referred to this morning. They amount 
to £5.4m., and if you would like to refer back to B.T.C. 
401 as a kind of additional cross-check, you will find 
a comparison between the forecast for working expenses 
of £68. 2m. in “ Y ” year with the actual expenditure of the 
last published Accounts, which were for the year 1951, and 
showed working expenses of £61, 5m. The difference 

between the £61. 5m. and the £68. 2m. is £6. 7m., and that 
is accounted for by the £5.4m. which I mentioned a 
moment ago as being the difference between “ Y ” year 
and “X-A” year, less £0.8m. for economies which are 
also shown on B.T.C. 402, plus £2.1m. for increased costs 
not fully effective in the calendar year 1951. So that 
reconciles, if I may say so, 1951, “X-A” year and “Y” 
year so far as working expenses are concerned. 

88. (Mr. Harold Willis) : Are you satisfied that, though 
of course the figure of £68. 2m. for working expenses is 
necessarily a forecast, every possible check has been 
applied to it?, — Yes. 

89. Is it in your view a sound and satisfactory fore- 
cast? — It is. 

90. Would you expect this forecast to have any sub- 
stantial margin of error? — No. In the past, these fore- 
casts have proved pretty accurate, I think, and I see no 



reason to expect that the present forecast for “ Y ” year 
will be any less accurate. I must make it clear, how- 
ever, that all these forecasts are based on price levels 
effectively in force when the figures were prepared for 
the Tribunal ; therefore they do not include any allow- 
ance for rising trends in costs since that date. 

(Mr. Poole): Is that date 3 1st December? 

(Mr. Harold Willis): 31st December, 1952. 

(Mr. Poole) :It is that date? 

(Mr. Harold Willis): Yes. That appears from the 
Explanatory Notes for “ Y ” year— up to the end of 
December, 1952. 

(The Witness) : We were preparing them in December. 
Forgive me for making a distinction between the end of 
December and 31st December. 

91. (Mr. Poole): Yes, I am not tying you down to a 
particular day — the last month of 1952, approximately? — 
That is so. Sir. 

92. (Mr. Harold Willis): Would you think that an allow- 
ance might reasonably be included in such a budget for 
rising costs? — I think that it might reasonably be in- 
cluded, but it is a very difficult thing to put a figure 
on it, and as it is very largely a matter of opinion, we 
have not put a figure on it ; we have contented ourselves 
with producing what we regard to be facts, and it is 
those facts which give us the figure of £68.2m. But, of 
course, there are rising costs or there may be rising costs, 
to contend with. You may remember that at the last 
Inquiry I suggested that in the circumstances of that time 
it would be appropriate to make an allowance of 6 per 
cent., I think it was, over the year to deal with these 
rising costs. I think we took a mid-year date and said 
we would add 4 per cent, to what I might call the ascer- 
tained costs. Events since then have proved that we did 
not over-estimate the upward trend of costs, but that was 
last year. What is the position today is perhaps more 
difficult to say. It is certainly rather a different position. 
It is true that some costs are still rising — coal prices for 
example — and there are threatened increases, I under- 
stand, in the price of iron and steel products, but on the 
whole I would think that the upward trend of costs will 
be less marked, because some of the items which are less 
important in our total budget are even showing a ten- 
dency to fall. I do not want to say that one swallow 
makes a summer, or to attach too much importance to 
these falls. In any case, I think they are bound to be 
overshadowed by the rises in coal, in power and in steel, 
which are much more important items in the total of 
our budget. 

93. I think there are various other facts, are there not, 
where you find a rise : rents are one thing, and Local Rates 
are another?— 'One is under the impression that there 
are still certain items in the national expenditure which 
have not yet reached their pre-war parity with other items 
of expenditure, and rent is obviously one of them, because 
it is heavily subsidised. If one is expecting that something 
like the pre-war parities will tend to reassert themselves, 
items like rent, and indeed some other items one can think 
of, will have to rise a good deal more. 

94. As another factor in rising costs, have you to con- 
sider the question of the depreciation of capital equip- 
ment? Yes, that is so. As you are aware, in our 
accounts and, I believe, in the accounts of such Authorities 
as the Electricity Authority, depreciation is provided on 
values which are more or less the same as the historic 
cost. That means that as time goes on and as assets are 
replaced, unless there is an extraordinary fall in the price 
of capital equipment, there will be a rise in the amount of 
the charge for depreciation. ' I think that is something 
which is quite certain ; some of the other things I have 
said are matters of speculation, especially when we do not 
know what the Chancellor’s Budget holds in store for us. 
All I would really like .to say is that the net effect will 
still be upwards. How much upwards it will be, I do 
not know, but it will still be upwards at least for a little 
time to come. 

95. Would it in your view, therefore, be right to make 
some addition, in view of rising costs, to this figure of 
£68. 2m.? — ] We are not suggesting at the present time that 
we shoud add anything to this figure of £68.2m. ; I have 
mentioned rising costs because I would like to place it on 
record, if I may say so, that any prudent business man 
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budgeting ahead would wish to add some margin to insure 
himself against this rising trend of costs. We are always 
hearing -that costs have reached their peak, but all we 
know is that they go on rising, and until we get a down- 
ward trend in a year or two, I for one shall continue to 
believe it imprudent to act on the assumption that costs 
are going to fall. 

(Mr. Poole) : I do not wish to interrupt your flow, 
Mr. Willis, but is Sir Reginald going to give any specific 
figure? At previous Inquiries we have discussed the 
figure of the relationship between replacement costs and 
historic costs. 

96. (Mr. Harold Willis) : No, Sir. For the purposes 
of this Inquiry no revenue is being sought to provide 
a reserve to meet that contingency. The surplus, whatever 
it be, which will arise from this Scheme, if it is approved, 
will in our view only be sufficient to go a very little way 
towards meeting accumulated deficits. Therefore, any 
question as to whether a provision ought to be made by 
way of reserve to meet that aspect of the matter is one 
which we regard at the present time as academic, although 
I think Sir Reginald desires to record that his views as 
to the desirability of that from the general point of view 
remain as stated on the previous occasion. (To the 
Witness ): Is that an accurate way of representing the view 
of the Commission at this Inquiry? — That is so ; but if 
the figure itself is of some interest, we have always had 
it in our minds that it would be about £2m. for London 
Transport services alone. But, as you have said, all 
that we are suggesting .is that that fact should be borne 
in mind along with the other positive need to include 
something in the budget target to take care of what I still 
regard as a rising trend of costs. I would like that to 
be borne in mind when the figure of £68. 2m. is being 
considered. 

(Mr. Harold Willis) : In that case I do not think we shall 
need to get involved in this Inquiry as to whether the cost 
on the replacement basis or on the historic cost basis 
is or is not the correct approach to this matter, and I 
hope, in consequence of that, the length of these pro- 
ceedings will to some extent at least be shortened! 

(Mr. Poole): But I think the amount required to 
meet that charge must have some bearing on the amount 
of surplus towards wiping out the deficit ; you can- 
not create a reserve out of a deficit and you do not want 
to find yourself having agreed to a surplus which is 
great enough to do too much, so that you have a reserve 
in excess of the reserve which you want. 

97. (Mr. Harold Willis) : That is so. Sir. (To the 
Witness) : The figure you have in your mind, as you have 
just said, is the figure of £2m. for London Transport 
alone? — Yes. That would be the difference between 
depreciation based on historic cost and depreciation based 
upon current replacement cost. 

98. (Mr. Poole) : And that is an actual calculation based 
on the assets — the rolling-stock and so on — which are 
being used? — All assets subject to this Scheme of deprecia- 
tion — that is an actual calculation made in mid- 1952. I 
am aware, of course, that it is argued that some people 
ought to profit in that way before one decides whether 
one has a surplus at all. 

(Mr. Harold Willis): With regard to this rising trend 
of costs, would you have thought it not unreasonable to 
insist at the present time on a margin of the order of, say, 
5 per cent.? 

(President) : 5 per cent, of £68. 2m.? 

99. (Mr. Harold Willis): Yes, Sir. (To the Witness): 
What have you to say about that? — If I might say so, 
if I were a professional man advising a private client, 
■I would certainly advise him in conducting his business to 
attempt to obtain some margin over the figure which is 
calculated in the same way as the £68. 2m. was calculated. 
If 5 per cent, is the proper margin, that would be about 
£3,500,000. 

100. But you are not suggesting in the present case, so 
far as I understand it, that in the case of a public 
authority such as the Transport Commission, that particu- 
lar figure should be added to the figure of £68. 2m.? — No, 
not at this particular time, and not in these particular 
circumstances. I am not saying that that is always the 
policy that ought to be followed. 
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101. Is it important in your view that this factor should 
be borne in mind? — Yes — just that it should be borne 
in mind when we consider these figures. 

102. Do you think it right to bear that in mind par- 
ticularly because of the experience you have had with 
Objectors who try to pare away £100,000 here and 
£100,000 there? — Yes ; and the process of paring has 
extended also to the allocation of central charges. It 
does seem to me that these minor adjustments, which 
involve so much argument, are not very significant when 
one realises that there is still the question of rising costs 
to be taken into account. 

103. If we accept the £68. 2m. for specific working 
expenses and we deduct from that the £1.4m. for the 
revenues from advertising and rentals and add on the 
£5. 5m. allocation for central charges, you get a certain 
net sum or target? — Yes; you get the figure of £72. 3m. 

104. And that figure is not of itself making any provi- 
sion for recouping deficits from earlier years? — No. 

105. Or for making any provision for replacement of 
assets on a current level basis? — No. 

106. As was pointed out a few minutes ago, you are 
not seeking to add anything to your budget on this occasion 
to meet anything beyond what you have referred to? — 
No ; we have nothing in the figures towards recouping 
past deficits or meeting replacements at current costs, or 
to meet the trend of rising costs. 

107. Not in the figure of £72. 3m.? — Not in the figure 

of £72. 3m. ; and I would like to add that the fact that 
it is not included at this time does not mean that in the 
view of the Commission these matters can always be 
ignored ; it is largely a matter of policy as to how these 
problems should be grappled with and at what time. As 
I say, we are satisfied with the target of £72. 3m. in present 
circumstances. t 

108. Have you considered, taking deficits into account 
as well as the replacement reserves, what addition you 
might have made to your target to meet that aspect of the 
matter? — Well, I should have thought an addition of 
£3m. to £4m. a year would be required, if we were to 
grapple seriously with the problem. 

109. And in this connection, so far as London Transport 
is concerned, the deficit was of the order of £9m., was 
it not, at the end of 1952? — On the calculations which 
we have used, yes. 

1 10. (Mr. Poole) : What does that deficit really mean? 
I am not quite clear about it. — It means that it is the 
difference between the gross revenues actually earned and 
the working expenses actually incurred, plus the allocation 
for Central Charges which we have advocated throughout. 

111. It is the extent to which they fall short of meeting 
central charges? — Yes. 

112. And on your allocation you consider them just? — 
Yes. 

113. (Mr. Harold Willis (to the Witness)): You have 
referred to the £72m. or £73m. as being your target in 
round figures ; in your view is the target fixed on that 
basis one which is the very minimum, having regard to 
the extreme bareness of the charge for the purposes of 
maintaining the undertaking? — Yes. I have omitted to 
mention so far that in my view the provision made must 
be regarded by accountants as skimpy, if I may use such 
a word. My reasons are the same as those which I 
advanced — I am afraid at very great length — at the 
previous Inquiry, and I do not propose to repeat them ; 
but the major considerations were as follows: First, that 
the depreciation has been provided only on assets like 
rolling-stock and plant, and they have been based on book 
values rather than on current values. We are providing 
no deprication at all for the very heavy investments on 
what we call “ Ways and Structures ” — tunnels, bridges, 
permanent-way, and things of that sort. We do not even 
provide for depreciation of signal-boxes. It is true that 
we charge the renewal of such items against revenue as 
they arise ; but experience shows more and more as time 
goes on that there is a greater degree of wear and tear on 
those so-called “ permanent ” items than is generally 
realised. 

In the earlier years the charges in respect of these 
assets were comparatively modest ; it is only in the subse- 
quent generations that the full bill for maintenance makes 
itself felt. You find, for example, that all the tunnels 
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give trouble at the same time. Even now we cannot 
be sure that the amount of replacement being done and 
which is being charged on revenue is the full equivalent 
of the wear and tear of assets of this kind over the course 
of years. Finally, there is no allowance for obsolescence, 
and as the world of science develops further and further 
forward, obsolescence becomes a factor of more and more 
importance. 

114. And against all those items I think all you have 
as an off-set is the element of capital amortisation in the 
financial charges of the Commission? — That is so. We 
are bound under our Stock Regulations to amortise the 
British Transport Stocks over a period of 90 years. That 
is not a very large figure in total over a period that is so 
long; and so far as the London Transport services are 
concerned, the amount included in Central Charges which 
could be ascribed to this element of low amortisation is 
the extremely modest figure of £300,000 or thereabouts. 

115. I think there is another point, in connection with 
abnormal maintenance? — Yes ; 1 ought to have men- 
tioned that question. During the past few years a certain 
part of the repair and renewal expenditure has been 
charged against an abnormal maintenance provision in 
the books of the Commisssion at the centre. This off- 
charge is related in some measure at least to the estimated 
quantum of extra expenditure on maintenance due to 
arrears of maintenance which accrued during the war. 
That accounting procedure may very well have to cease 
at the end of this year, partly because the account to 
which the extra expenditure is charged is being very 
rapidly used up at the moment, and partly perhaps because 
there is a doubtful justification, when we are already 
eight years away from the end of the war, .in saying 
that some of the repairs are still abnormal in character. 

However, that would all depend on whether in fact the 
actual expenditures in the coming years do exceed what 
we have regarded in the past as a proper standard allow- 
ance. If they do not exceed it, we shall not run into 
any trouble on that point ; but if they do, we shall find 
that the sum-total of working expenses is thereby increased. 

116. You have made a number of reservations about 
maintenance and about the absence of any provision for 
rising costs. Notwithstanding those reservations, are you 
still satisfied with the round sum target figure of between 
£72,000,000 and £73,000,000?— As I have said, in the par- 
ticular circumstances of this time I am sufficiently satisfied 
with it. I do not believe that costs or traffics have yet 
reached stability ; certainly we do not know what the point 
of real equilibrium will lie between what I call demand 
price and supply price. We do not know how big the 
rail traffic will be in the long run when the full cost of 
providing the passenger services has caught up with the 
travelling public. On the other hand, as. I say, there 
appears to be a rising accentuation in which the rising 
trend of costs might be winning, and in all the circum- 
stances we would not wish to state the total bill at this 
time, or insist upon provisions or reserves which at another 
time might be insisted upon. 

(President): Mr. Willis, you have said “between 

£72,000,000 and £73,000,000 ” ; it is £72.3m., is it not— 
that is the figure on Exhibit B.T.C. 401 ? 

117. (Mr. Harold Willis ): Yes, Sir, but I think why Sir 
Reginald puts it in that form is that he adds up his target 
relating only to those particular matters, and that comes 
to the figure of £72.3m. His figure of yield is £73. lm., 
and he is, therefore, as I understand it, when he says that 
his target is between £72,000,000 and £73,000,000, having 
regard to the fact that there is an element of £0.8m., 
which is in effect added to his target to give him that 
amount of margin which he thinks is right. (To the 
Witness ) : Is that the right way of putting it? — II think it 
could be put that way. To put it in another way, however, 
we might say that the actual figure given by the calculation 
is, as the President has just said, £72. 3m., and in the sense 
that we know how we have arrived at that figure, we 
stand on it. On the other hand, as accountants we know 
only too well, there is usually some small margin of error 
—in this case I think it is an exceedingly small one— 
and it is because of the consciousness of the inevitable 
existence of some margin of error, that I have said 
“ between £72,000,000 and £73,000,000 ” ; but I stand on 
the figure of £72.3m. given the way in which it .is arrived at. 

118. We then say that the estimated yield of this 
Scheme is £73. lm.?— Yes, that is so. There is a margin 



of just under £1,000,000 — or to be more precise, £0.8m. — 
and that is a small enough margin in all consciousness, 
when we remember that the total gross receipts and costs 
are about £150,000,000. That is to say, if the traffic falls 
1 per cent, and the costs rise 1 per cent., the budget is 
already thrown seriously out of balance. 

119. It might be said, of course, that events may take 
a more favourable turn ; what do you say about that? — 
As I think I hinted before, we are always being told that 
things are going to be better, prices are going to be 
reduced, and so forth ; but our experience is that it is 
not very wise to bank on such prophecies. Our costs are 
governed by the wages on the one hand and the pattern 
of traffic on the other ; I see no sign as at present 
advised, that there will be any reduction in wage levels, 
and I do not expect that there will be any very great de- 
congestion, if I may use such a word, of the London 
streets in the near future. 

120. And putting the matter forward in the way in 
which you have done, does that represent an optimistic 
view of the situation rather than a pessimistic view? — 
Well, we have not tried to be either optimistic or pessi- 
mistic in the preparation of our figures ; but in view of 
the general assumptions which I have mentioned, I think 
one is bound to say that the facts presented by our cal- 
culations are likely to be optimistic rather than pessimistic. 
By “ optimistic ” I mean, of course, that the total sum 
-required is lower — or the total sum which might be 
required is lower. 

121. You dealt with the costs and you dealt with the 
Scheme put forward to meet those costs ; do you say in 
general conclusion that the Fares Scheme now put forward 
will, in effect, do any more than meet the costs of the 
London Transport services, taking the costs in the way 
in which you have dealt with them? — That is so. 

122. Whilst on paper that shows this small margin of 
£0.8m., do you regard that in the circumstances, and 
•having regard to the existence of the accumulated 
deficiencies, as being of any real significance? — No ; we 
have come to a balance as near as we can in the circum- 
stances. 

123. That” being the cost which you pose in your second 
question, we now come to the first question : Is it proper 
that the Londoner should bear the full cost of his own 
services? — I would find the greatest possible difficulty in 
saying that he should pay less than the cost of the services 
he uses ; I would not find any ground for that proposition 
at all. 

124. It is apparent from perusing some of the Objections 
at least, that that claim is put forward by some of them? 
— Yes, I think so. It is always difficult to see into the 
mind of another man, but I think that is the proposition, 
and so far as I understand it, it would appear to take 
two main forms. The underlying idea is the same in each 
case, but the presentation is different. 

In the first case it is argued that passengers using the 
services of the Transport Commission outside London are 
not paying their whack, as the saying is, and that until 
they do pay their whack, it is not fair to ask the Londoner 
to pay his. 

In the second case, springing really from a similar line 
of thought, they argue that some other activity of the 
Transport Commission elsewhere is yielding handsome 
profits, and those profits are shared in by passengers out- 
side London, so that passengers inside London should, 
therefore, be given a share of this profit, 

123. Would you like very shortly just to deal with those 
two possible suggestions? Take the first assumption or 
the first method of presentation — first. — The first method 
of presentation depends upon saying that the passengers 
outside London are not paying their whack, as I have called 
it, and I suppose that argument is supported as follows : 
It is said that the British Railways passenger generally is 
making a lower contribution to the costs which they have 
jointly with the British Railways Freight Traffics. There- 
fore, it will be argued that some of the railway passengers 
must be paying less than their full allocated cost. Then 
it is said that if this is true it must be the passenger outside 
London and not the passenger inside London who is thus 
escaping part of his full costs, because under this Scheme 
the passenger on the London Lines will be paying his share. 
Therefore, they will say that if the passenger outside 
London is not paying his full costs, the passenger inside 
London ought not to pay his full cost. 
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126. No doubt that argument will be developed in due 
course by some of the Objectors but in your view is it 
fundamentally unsound? — Yes ; I do not think it has a,ny 
basis. It depends upon a number of assumptions which 
are vulnerable — first of all in calculating the proper cost 
of passenger traffics outside London it is assumed that 
the passenger traffics ought always to make the same 
percentage contribution on some basis or another to the 
whole of the costs as do the freight traffics when there is 
a joint use by passenger and freight services. That is by 
no means an axiom to which I can subscribe ; it depends 
so very much on the circumstances. 

Then again, we should not assume that there is such a 
thing as a homogenous group known as the “ non-London 
passenger ” ; it is not in accordance with the facts to argue 
that there is an animal called the “ non-London passenger ” 
who is not paying his full whack. There are passenger 
groups outside London which can be identified as paying 
less than their whack, no doubt, but there are others who 
are paying more. I would suggest that the passengers up 
and down the United Kingdom outside London are 
generally in that position ; but their circumstances are 
comparable with those of the Londoner and the local 
traffics in London of paying their full whack, as it has 
been called, just as the Londoner does. 

Consider, for example, the road traffic position outside 
London — those are the traffics which can properly be com- 
pared with the London bus traffic. Those traffics outside 
London are on a very, very sound financial basis — at least, 
they are in most cases; there may be occasionally a certain 
amount of subsidisation from the local rates to the local 
bus or tram undertakings, but I do not suppose it would be 
suggested here that the London County Council should 
subsidise the London Road Services in any way. At any 
rate, the bulk oif the road services outside London stand on 
their own feet financially. 

Then turning to the rail traffics, the large suburban rail 
services round centres like Glasgow are comparable with 
London and they are fairly meeting the costs imputed to 
them: — at least they are where the services are modern in 
character. At any rate, we have no reason to suppose that 
they are not. 

So if there are any main classes of users of the services 
of the Commission outside London who are not paying 
their full whack it is those who, for example, use the 
canal services, or many of them, or those using a con- 
siderable proportion of the freight services which, in 
certain categories, are quite unremunerative ; or — and this 
is getting nearer home — those who are using the slow 
cross-country and branch-line passenger services. In those 
cases it is the absence of electrification, dieselisation and 
other modern improvements which result in _ the costs 
being high, and perhaps some of those lines will have to 
be scrapped in any case. 

It does seem to me that the fact that these particular 
passenger services can be identified as being seriously 
unremunerative is no reason to say that London traffic 
should also in like measure be unremunerative or that 
it should be unremunerative at all. 

127. Is there any point that you feel you would like 
to add in conclusion upon this argument? — I find it 
difficult to see what business it is of the Londoner if 
some person outside the London Area is using some 
part of the Commission’s services — passenger or whatever 
it may be — at less than the full cost, so long as the 
Londoner 'himself is not going to.be asked to make up 
the deficit ; and we know that that is not the case. Any 
unremunerative services there might be outside the Lon- 
don Area are counter-balanced by profitable services 
outside the London Area. Outside London is standing 
on its own feet in just the same way that we are asking 
for inside London to stand on its own feet. 

128. In relation to the Commission as a whole, perhaps 
you would turn to B.T.C. 401 for a moment? — Yes. You 
will see there that the forecast for “ Y ” year of the 
Commission’s total position shows a surplus of £2m. 
As we said a moment ago, the estimated net yield from 



the London Transport Services is £0.8m. ; it is therefore 
Obvious that the rest of the Commission’s activities, other 
than London Transport Services, are making a credit 
contribution — or, to put it in another way, the surplus of 
£2m. which is forecast for the Commission as a 
whole is not contributed wholly or mainly by London 
Transport Services. 

129. In anticipation may we now just look at the 
second form which this argument appears to take— the 
second argument of the Objectors. That is that the 
Londoner appears to think that he ought to have a direct 
share in the profits produced for freight traffics on British 
Railways? — Yes. Of course, we may have misunderstood 
the position — we have not had the argument at great 
length yet — but that is what we think it is. In that 
connection I would say this, that it still has to be proved 
that there are freight profits available in the sense of that 
word. That depends upon the proper allocation of joint 
costs against the freight services ; but we can for the 
sake of argument assume that the freight services are 
what has been called profitable. The question then is : 
Why should the Londoner be allowed to pray these 
freight profits derived from freight traffics up and down 
the country in aid of passenger costs which are local to 
London? Why should he share in those freight profits 
if there are any, but not in the losses on the canals, on 
the Hotels Executive and so on? Why pick on this 
particular activity? Is it only because it is believed to 
be showing profits? 

It is argued that as the railway freight traffic and the 
passenger traffics run along the same tracks, therefore the 
passengers are in some kind of partnership with the freight, 
and therefore that they should share in the freight profits 
without any obligation to share in the losses of the other 
activities. Even if we get that far, there is then the question 
of why the passenger within the London Area should share 
in the profits derived from freight traffics outside the 
London Area. If his sharing is supported on the ground 
that those passengers pay the bill on the freight traffics 
coming to and from London — and that is a doubtful propo- 
sition — then I would say that by analogy they should share 
in any losses made, for example, on the Road Haulage 
freight traffics coming to and from (London, and even on 
the canal traffics coming to and from London. 

130. In your view is there really any logic in the argu- 
ment?—! see no logic in it at all unless perhaps the 
Londoner would restrict himself to saying that he wishes 
to share in the freight profits made within the London 
Area. So far as we can see there is no reason to suppose 
that the freight traffics on British Railways within the 
London Area are particularly profitable ; on the contrary, 
costs are considerably higher within the London Area and 
we may feel entitled to assume that the profit on freight 
within the London Area — if there is such a traffic, which 
is rather doubtful — would be much less than it is outside 
the Area. I must add that this is speculation of rather 
a loose kind. I am sorry about that, but I have en- 
deavoured to follow this argument as far as I can. If I 
am wrong, I am sorry, but when we come down to brass 
tacks the fact is that there are no figures which could be 
made available to make these calculations. 

131. Would you just sum the matter up in this connec- 
tion? — The position is this, that outside the London Area 
taking the Commission as a whole, there are no net profits 
on balance in which the Londoner may ask to share ; and, 
what I think is considerably more important, there are 
no net losses on balance outside the London Area in which 
he is being asked to share : He is being asked to stand on 
his own feet and nothing else. 

[Mr. Harold Willis ): So much for London Transport. 
Now may we turn to the question of London Lines, but 
before Sir Reginald deals with that, you did say, Sir, that 
we had to rise at a little before four o’clock today. 

(. President ) : Yes. If Sir Reginald is about to deal with 
another matter that might be a convenient moment to rise. 

[Mr. Harold Willis ) : Yes, Sir ; he is about to deal with 
London Lines. 

(. President ) : Very well ; we will adjourn now. 



C Adjourned until tomorrow morning at 10.30 o'clock .) 
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